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@ Why rewrite what’s already written? Across the 
country, economy-minded firms are using a DITTO-dupli- 
cated copy of the invoice itself, in place of the traditional 
posted ledger sheet. This DITTO UNIT ACCOUNTS RECEIVABLE 
SYSTEM is 50 per cent faster than machine posting, is free 
of posting errors, and brings a welcome list of other 
benefits besides. 


SLASH PAYROLL, SPEED THE JOB 


With this system, posting becomes a simple filing operation; specialists are replaced by file clerks. 
Now no item is buried on a crowded ledger sheet; showing the whole transaction on each sheet, 
no reference to other data is needed. With monthly tabs topping each page the age of any item 
is seen at a glance, and it is simple to take off a quick, accurate trial balance. With credit data 
coded on each page or on cards dropped in front of each one, shipments to approved accounts 
are expedited—no need for credit checking. With duplicates available in seconds, delinquent 
statements are in the mail quickly. What a simple way to save money and speed operations! 















Here is your accounts receivable 
ledger sheet—a duplicate of the 
invoice, the whole transaction at 
a glance. NOTE the month tab and 
credit code; two great time-and- 
money savers not to be had with 
traditional methods. 








b+ us: 
Now posting becomes a simple — t as | 
filing operation. on Ae one | 

















DITTO, Incorporated 

2265 W. Harrison St., 

Chicago 12, Ill. 

Gentlemen: Please send me the book, 
“DITTO UNIT ACCOUNTS RECEIVABLE,” 
without cost or obligation to me. 


Name, Title 





Company 





Address. os 








City. Zone State 








TRAINING 
YOU CAN 


WITH ne | 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for [AS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the IAS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 





EXECUTIVE EDUCATIONAL COMMITTEE 


Practicing Certified Public Accountant; Member of Faculty, International Accountanta Society 
GEORGE P. ELLIS Inc. ; Former President, Illinois Chamber of Commerce ; Former President, American Society of 
— Certified Public Accountants ; Former President, Executives Club of Chicago. 
THOMAS W. LELAND Head, Department of Business Administration, Teras A. and M. Colleye; Past President, Ameri 
B.A. M.A. CP.A can Accounting Association; Former Educational Director, American Institute of Accountants ; 
MaPaKG. SEBee ng Sue ite Past President, Texas Society of C.P.A.’s ; Editor of ‘Contemporary Accounting.” 
DEXTER S. KIMBALL Chairman, Board of Directors, International Accountants Society, Inc Dean Emeritus, College 
M.E., LLD., D.Sc of Engineering, Cornell University; Former President, American Society of Mechanical Engi 
smeaid np See neers ; author of “Cost Finding,” “Industrial Economics,’ and other textbooks 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman 
B.Sc., Ph. D Board of Directors, The Ronald Press Company; Former Director, Department of Management, 
ag San Ste New York University; author of “Office Management’’ and other textbooks. 
STEPHEN GILMAN Educational Director, International Accountants Society, Inc.: author oj ‘Accounting Concepts 
B.Sc., CP.A. of Profit,” “Analyzing Financial Statements,” “Principles of Accounting,’ “What the Figures 
woern — Mean,” and numerous technical articles on accounting and allied b ts 


FACULTY 


Stanley E. Beatty, C.P.A. C. W. Emshoff, S.B., A. Frank H. Murray, C.P.A. G. E. Taylor, C.P.A. 
Robert Dick, B.L., C.P.A. Stephen Gilman, B. PLA. Kenneth E. Oakley, C.P.A J. G. Terry, A.B., C.P.A. 
Roy E. Duvall, B.C.S., C.P.A. C. E. Hoglund, 8.S., M.B.A., C.P.A. William A. Parrish, B.S., C.P.A. H. G. Westphaln, C.P.A. 
George P. Ellis, C.P.A. James W. Love, C.P.A. Samuel D. Plotnick, C.P.A Earl R. White, C.P.A. 











Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Conespondence School Since 1903 


209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 





Get the most 


out of your 


elUlgdaleriiate, 


forms... 


THIS FREE BOOK SHOWS YOU HOW 


What sort of Purchase Requisition do you 
require before you issue a Purchase Order? 
Do you have a simple, efficient method for 
getting and comparing competitive quota- 
tions? How do you inform key depart- 
ments quickly of the arrival and acceptance 
of incoming material? Do you have a work- 
able way of returning defective goods? 

These are only four of the many ques- 
tions you have to consider in getting the 
most out of your purc hasing forms—ques- 
tions involved in the big job of weighing 
the hundreds of details involved in design- 
ing hard working, fast operating purchas- 
ing forms. 

Here's where the Uarco Purchasing 
Encyclopedia can help you. This book, the 
result of years of research, clearly presents 
the function, use and design of 9 significant 
Purchasing Forms. There's a section 
devoted to each form with full discussion 
of details of design, operation and distribu- 
tion of copies—well illustrated for quick 
reference and full understanding. 

If you are responsible for the purchasing 
procedure in your organization, send for 
your Uarco Encyclopedia today. It will 
help you check up and see if your Pur- 
chasing forms are doing a complete job. 


Factories; Chicago: 
‘ Cleveland; Oakland; 
l XN R ( 6) Deep River, Connecticut; 
Watseka, Ilinois—Sales 
Representatives in a 
principal cities. 


INCORPORATED 


Business Forms 


Write or pin this coupon to 
your letterhead and mail for 
your FREE copy 


UARCO INCORPORATED 
Room 1622, 141 W. Jackson Blvd. 
Chicago 4, Illinois 


Please send me free copy ot Uarco’s Fneyclo- 
pedia of Business Forms for purchasing. 





WALTER MITCHELL, JR., Editor 
PAUL HAASE, Managing Editor 


= JOHN A. MURPHY, Advtg. Mgr 
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This IBM booklet tells how to 
MEET PROPERTY ACCOUNTING NEEDS 


Use the convenient coupon below to obtain this 
descriptive booklet, amply illustrated with sample 
forms for all phases of property accounting. 


@ Depreciation reserve and remaining value are 
calculated automatically. 


@ Detailed listings or summarized reports of 
property are available promptly in any form. 


@ Detailed unit property records are balanced 
automatically with general ledger control 
accounts. 


@ Adjustment of depreciation charges is handled 
by machine. 


e@ Audits are facilitated. 








INTERNATIONAL BUSINESS MACHINES 


IBM, Dept. CN-4 
590 Madison Avenue, New York 22, N. Y. 


Please send us your illustrated booklet. 
“Plant and Equipment Records.” 





Tith 








Company 


Add: 














TRANSATLANTIC NOTES 


Editors, THE CONTROLLER: 

Thank you for sending me copies of the 
July issue of THE CONTROLLER which 
contains a review of our recent research 
publications dealing with the problem of 
“The Accountancy of Changing Price 
Levels.’’ We are very glad to have these. 

I was interested to note an article in this 
issue dealing with electronics for we are 
to have, at our Third Annual Summer 
School to be held at St. Catharine's Col- 
lege, Cambridge, during the last week of 
September, a paper on the application of 
electronic computers to accountancy in 
the industrial field. You will see full de- 
tails on page 72 of the July issue of The 
Cost Accountant which should be in your 


possession by now. After the school is 
over I wil: see that you receive a press re- 
lease notice concerning the school. 

In September of last year Mr. Berger 
wrote to Controllers Institute concerning 
the proposed Fellowship in Management 
Accountancy. You will be pleased to know 
that our members have approved the 
scheme and in the autumn we hope to 
send you full information concerning it 
and will, of course, welcome comments 
in your journal. 


DeENIs Epis 

Technical Officer 

The Institute of Cost & Works 
Accountants 

London, W. 1, England 





of these. 


INSURANCE BROKERS 
1S. LaSalle St. 


Montreal 


eas 
PENSION STUDY 


A preliminary study by our pension and actuarial staff will 


provide you with comprehensive factual and unbiased advice 
on your company’s retirement problems. We operate as pension 
consultants on a fee basis and our service is built upon years of 
experience working with all types of pension and profit sharing 
plans, self-administered, trusteed, insured, and combinations 
Send without obligation for our brochure ‘‘Planning 
a Successful Retirement Program for Your Company.”’ 


Marsu & McLENNAN 


INCORPORATED 


New York, 70 Pine St. 
Boston Los Ang f 


St. Paul 


CONSULTING ACTUARIES 
San Francisco, Russ Bldg 
Vancouver 


Toronto Pitt 


Duluth 


burgh Seattle 


Portland Buffalo Atlanta 


Cleveland Havana London 














CONSULTANTS STUDY PRAISED 


Editors, THE CONTROLLER: 


In my travels of the last few months, 
I have heard more about your volume on 
consulting and consultants (“Business 
Consultants: Their Uses and Limitations,” 
report of study by Controllership Founda- 
tion, January 1951, THE CONTROLLER, 
page 23) than any other one item. And 
I found that these comments were all 
favorable; not one in the negative. Al- 
though I might say that enthusiasm was a 
little more pronounced among industri- 
alists than among consultants. These 
pulses were taken in about 20 states. 

Several months ago I did a somewhat 
similar study among 25 chief executives. 
It was avowedly personal, confidential 
and limited. I merely wanted to make sure 
that I excluded all possible irritants in my 
own client work and client relationships. 
I was both amazed and pleased at the 
candidness of their remarks and the con- 
structive evaluation of common faults in 
consulting. It goes to prove that efforts 
like yours can go far in raising the gen- 
eral level of professional performance. 
KING MACRuRY 
Andover, Mass. 


RE: ELECTRONICS 
Editors, THE CONTROLLER: 

Thank you very much for arranging to 
have the July issue of THE CONTROLLER 
sent to me. Mr. Drescher’s article, “‘Elec- 
tronics Today: A Controller's View,” page 
318, is quite appropriate. I was particu- 
larly interested in his reference to the 
American Airlines’ Reservisor since I have 
seen this machine during its development 
and since it is one of the first machines to 
invade this important new field. 


Jerre D. Nok, Head 
Circuits & Systems Group 
Stanford Research Institute 
Stanford, California 


Reprints of “Electronics Today” (com- 
prising the article “Some Timely and Perti- 
nent Observations on the State of Elec- 
tronics Today: A Controller's View” by 
Paul G. Drescher and "A Timely Report on 
Electronic Computers and Allied Equip- 
ment’) ave available to readers. Address 
“Reprints” —THE CONTROLLER, One East 
42nd Street, New York 17,N. Y. 

—The Editors 


REPORT ON CORPORATE GIVING 
Editors, THE CONTROLLER: 

In view of your interest in corporate 
contributions (“Do's and Don'ts of Cor- 
porate Giving,” page 413, September is- 
sue of THE CONTROLLER), I thought you 
might be interested in seeing the enclosed 
report which resulted from a question- 
naire prepared in collaboration with Ge- 
rard J. Eger. (Continued on page 506) 
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there’s a 


in “paperwork” costs 


for instance: Standard’s DUAL FEED 


Standard’s Dual Feed on your business 
machine makes possible continuous, automatic 
operation in the preparation of two 

different forms as one. 


Somewhere in your office, maybe 

you could write certain records at twice 
the present rate — at half the cost per 
finished document — with Standard’s 
business forms and paperwork 
simplification devices. 


These devices for simplifying the writing 
process make a big difference in 
*‘paperwork"’ costs — and so does the 
analysis and planning behind Standard 
Register business forms. For Standard's men 
concern themselves with the system's 
purpose and the whole procedure, to 
develop better-working papers. 

And Standard's 40 years of form design 
experience and ‘‘know-how”’ in 
producing top quality business forms 
save hundreds of needless operations for 
93 of America's 100 largest firms, 

and thousands of others. 


See how we can help you. Phone 
Standard Register in your city. Or 
write The Standard Register Company, 
111 Campbell St., Dayton 1, Ohio. 


Standard Register 


BUSINESS FORMS 


& Paperwork Simplification 





CHRISTMAS 
GIFT SHOPPING 


from your own office 


a 
& 


For the business associates 
on your list—what could 
be more appropriate than 
a subscription to THE 
CONTROUER ooo 60% 
and how easy it is to take 
care of your business gifts 
by sending us your list 
of names and addresses 
now. 


We'll do the rest. We'll 
notify each recipient that 
a subscription has been 
entered with your greet- 
ings. 


HOLIDAY GIFT RATE 


Only $3.50 a year when 
you give two (or more) 
United States subscrip- 
tions. Add 50c a year for 
Canada and foreign. You 
may send us your check 
with your list—or we will 
be glad to invoice you. 


INTERESTS OF 
CONTROLLERS 
. 


FINANCIAL 
EXECUTIVES 
Osada 


SUBSCRIPTION DEPARTMENT 


THE CONTROLLER 


One East Forty-second Street 
New York 17, N. Y. 


The complete report (price $100) from 
which this summary has been prepared 
contains as additional information, num- 
ber of company employes, total dollar 
amounts of donations, and type of in- 
dustry the company is engaged in. It does 
not disclose the names of individual 
companies. 


THEODORE L. TURNEY 
New York 


The summary report forwarded by Mr. 
Turney covers contributions per employe 
made by representative corporations to 
Community Chest and American Red Cross 
during 1951 in 25 industrial cities of the 
United States. Mr. Turney is a corporate 
relations consultant and Mr. Eger, who is 
mentioned in Mr. Turney's letter above, is 
secretary of International Harvester Com- 
pany, Chicago. Excerpts from a paper on 
corporate contributions, by Mr. Eger, are 
published on page 534 of this issue of THE 
CONTROLLER. 

The Editors 


WATCH THE “AIP” 


Editors, THE CONTROLLER: 

Controllers and financial officers gener- 
ally should be watching recent develop- 
ments in connection with productivity 
wage increases—the so-called ‘‘annual im- 
provement factor’’—which unions are 
pressing hard to ~ across, but which 


management regards as a new Pandora’s 
box of compensation problems. 

Unfortunately, little is known about 
productivity trends as they bear on wage 
determination in individual companies. 
Some authorities hold that output per 
man-hour increases 2 to 3 per cent per 
annum, but this on an average, national, 
long-term basis. The few figures available 
reveal violent zigs and zags from year to 
year, with some industries going up while 
others decline. 

I understand that the Wage Stabiliza- 
tion Board has been studying the possibil- 
ity of a uniform, national wage increase 
based on productivity. Have you published 
anything regarding this? I’m wondering 
if any of your readers has studied this 


serious matter and may be inspired by 
this letter to respond with his reactions. 


Do G.K. 


READERS RALLY TO STUDENT’S REQUEST 


Editors, THE CONTROLLER: 

I just saw my “letter to the editors’’ in 
the September issue of THE CONTROLLER. 
I wish to thank you for publishing it since 
it has given me new sources of informa- 
tion for my thesis. 

Before I even knew that my letter was 
in the September issue, I received a tele- 
shone call from a controller of a well- 
ensait firm here in San Francisco, asking 
me to come over to see him since his firm 
was planning the adoption of whole-dol- 
lar accounting. I also received a letter 
from a vice president-treasurer of a large 
firm in the East who offered his assistance, 
since his firm has used whole-dollar ac- 
counting for some time. 

Both of these new sources stem from 
the article in THE CONTROLLER; both 
sources have been helpful; and I wish to 
thank you. Possibly when I complete my 
thesis, you may find some part of it worthy 
of publication in your magazine. 

Dario J. SIMONETTI 
115 Amazon Avenue 
San Francisco 12, Calif. 


THE AMERICAN APPROACH 


Editors, THE CONTROLLER: 

Many thanks indeed for the booklet, 
“Careers in Management Accounting and 
Control,” which I am studying with great 
interest. 

May I say how much I value THE CoN- 
TROLLER which comes to me monthly, 
and with what interest people like myself 
in this country are studying the latest 
American approaches to the whole subject 
of financial and administrative control in 
industry. 


J. SHIELDs, A.C.W.A., A.C.LS. 
Cost Accountant 

British Paints Limited 
Newcastle-on-Tyne, 2 

England 


CHANGING YOUR ADDRESS? 

Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your January issue, we should be notified of your new ad- 
dress before December 1. Be sure to include your postal 
zone as well as your old and new address. 








THE CONTROLLER * NOVEMBER, 1952 





What a typewriter! 


Royal announces an amazing new 

“Magic” Tabulator! Sensational new 
Carriage Control! Extra“Personalized” Key. 
17 time-saving features! 

All not found on any other typewriter! 





Secretaries and executives alike are “Oh-hing,” 
“Ah-hing,” and buying the greatest new typewriter of 
all time, the new Royal Standard. 
The new Royal Standard has alegion of newand exclu- 
sive features, plus a new and improved “Magic” Margin! 
It looks like tomorrow. It performs like tomorrow. 


Every feature is designed with the operator in mind. 
No gadgets here! But helpful, time-saving conven- 
iences! Ask for your free office trial of the new Royal 
Standard. Ask your local Royal representative today. 


“Magic” Tabulator, a new, exclu- 
sive feature which allows the sec- 
retary to operate tab with either 
finger or palm without moving her 
hands from the guide-key positions. 


sive feature which lets the secre- 
tary suit the carriage tension to 
her needs. Just a turn of the knob 
does it! No need to call in a ser- 
viceman! 


Extra “Personalized” Key, a exclusive. Press button .. . inside 
Royal exclusive. This extra “bonus” controls all instantly accessible. 
key, a 43rd key, comes at no extra “Touch Control” within easy reach. 
cost. Readily adaptable to special Easy-to-get-at spools for ribbon 


needs of individual businesses. changing. 


See the Wonderful New Royal Standard Now! sasoso nem roman 


uwic’” and ‘Touch Control" are registered trade-marks of Roval Typewriter Company. Ir Roytype Typewriter Supplies 


Carriage Control, a new, exclu- ' rie _ 
8 \ 7 { New Time-saver Top, a Royal 





Via Inder 


Winterbottom (almost shown here) has hard sledding these days. Like many executives, 


he’s caught in a storm of red tape, figure work and record-keeping. Don’t let this happen to 


you—the new Comptometers in the hands of Comptometer operators can thaw out your 


office figure-work jams. Save you time and money, too. 


THE NEW COMPTOMETERS GIVE YOU INCREASED 
ACCURACY—GREATER SPEED OF OPERATION! 


Exclusive 3-way Error Control absolutely elimi- 
nates mistakes caused by faulty stroke. 


Floating Touch puts wings on operators’ fingers! 
Finger-form key tops speed work. 


Answers register instantly— no levers; no cranks. 
No confusing zeros appear to left of answer. 


Decimal points in natural position—conveniently 
numbered by columns. Big easy-to-read 
answer dials. 

So easy to use! Anyone in your office can operate 
any Comptometer model. 

NEW!! Comptometer printed forms, ‘‘ PACKAGE 
Systems,’ make available many time-tested 
and proved basic accounting forms for your 


immediate use. 


COMPTOMETER 


G. U.S. PAT. OFF 


ADDING-CALCULATING MACHINES 


ind non-electric models) 


Made only by Felt & Tarrant Manu- 
facturing Co., and sold exclusively by 
its Comptometer Division, 17384 North 


Paulina Street, Chicago 22, 


Offices in all principal cities 


Illinois. 


Nnow— 
four NEW 
machines! 





How Old Must the Controller Be? 


No one has ever doubted that a competent controller 
must combine a wide range of technical knowledge with 
mature knowledge of people and a well-developed sense of 
balance in fiscal matters. The technical knowledge may be 
acquired rapidly by a combination of genius and application 
but the other attributes can be achieved only by experience. 

For years Controllers Institute has taken account of this 
in one of its membership requirements—a minimum age of 
30 years. The recent census of Institute members asked each 
man the age at which he assumed the duties of controller 
or assistant controller. 

The results are a bit unexpected, for the successful men 
represented in Controllers Institute membership apparently 
climbed fast. The ages at which they assumed the duties of 
controller or assistant controller are as follows: 


35% 
29% 


Under 35 years 
36-40 years 
41-45 years 22% 
46-50 years 9% 
over 50 years 5% 


100% 
39 years 


Total 
Typical age 

Although these figures concentrate more heavily in the 
30's than most observers had expected, they still serve to 
demonstrate that a controller cannot be produced by adding 
two or three years of experience to a college degree. There 
is good reason to believe that the concepts and responsibili- 
ties of controllership have widened since many of our mem- 
bers received their titles and that most of these men achieved 
their present status after a considerable number of years of 
training. 

The figures confirm the Institute's Employment Com- 
mittee’s conviction that employers should generally not 
expect to hire full-fledged controllers with wide experience 
at an age of less than 45 or 50 years. 


Good Management and Large Volume 
Are Still Economical! 

A recent study of operating costs in Socialist Great Britain 
reveals that the typical department store, with sales of more 
than £500 Sterling (to be converted to dollars at current 
rates) spends only about 1% of sales on its buying opera- 
tions. The typical store of smaller volume spends 1.9% or 
almost twice as much. It is encouraging to find that even 
under the adverse conditions of a Socialist Economy, good 
management and volume operation can be a source of ad- 
vantage or profit to the individual enterprise (and the Na- 
tional Economy ). 


The Rich Grow Poorer Faster 

Here are two charts compiled by Dr. Geoffrey H. Moore 
of the National Bureau of Economic Research. They may be 
of value to some controllers who must counteract a common 
type of misrepresentation by labor leaders and left-wing 
speakers. Your public pronouncements and your corporate 
reports furnish channels for emphasizing a profound truth 
about the evolution of our American economy and the dis- 
tribution of our national income. 

Thinking in percentage terms, so as to eliminate the effects 
of inflation, these charts show that the very wealthy have lost 
ground more rapidly than the great mass of the population 
has gained. Some of us have heard about the rapid increase 
of incomes in the lower brackets, but almost no one has called 
to attention the decreasing number of persons in the upper 
brackets. 

In the short period of our history from 1929 to 1948, a 
revolutionary change has occurred. The very wealthy who 


; 


Income Shares of Top 1% and Lower 93% 
Distributed by Type of Income, 1929 and 1948 


Top 1% Lower 93% 


10105 pO & 


Rent 


Interest 


91010204 Bworu! 


Dividends 





Entrepreneurial 
income 


Employee 
Compensation 














formerly drew almost 15% of the national income, now get 
only 8%. An even more significant figure is that in this coun- 
try 93% of the population—beginning with the lowest in- 
come brackets—draw almost 80% of the income. There, in 
simple figures is the secret of the high standard of living in 
the U. S. A. It is a record in which management—sales man- 
agement, production management and financial manage- 
ment—can take pride. No matter how many bureaucrats at- 
tempt to grab credit, management made possible this record 
of plenty and prosperity for all Americans willing to do an 
honest day's work. WALTER MITCHELL, JR. 
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How a single keyboard gives you 





double savings on accounting costs 





SAVE BY TOUCH-METHOD SPEED. Your account- 
ing records are posted faster because this simplified 
keyboard does not require the operator to look 
repeatedly from posting media to machine. 

All figure entries are made from only ten numeral 
keys. The rest of the figuring work is done auto- 
matically — without operator attention — producing 
completed and proved records. Also, many of your 
procedures can be simplified and kept flexible by use 
of full description from standard alphabet keys. 


SAVE ON TRAINING TIME. Any competent typist 
can produce a fair day’s work the first day. No special 
training required. No premium salaries to pay. 
Employees already familiar with your office proce- 
dures can quickly learn to operate the Remington 
Rand accounting machine. 

Several different accounting jobs can be handled 
by same machine and operator—receivables with sales 
analysis, payables with purchase analysis, complete 
payrolls, general ledgers, etc. And you get each record 
designed to meet your special needs. 














Folder AB-423 shows you how to 
get more per accounting dollar 
and save valuable clerical time 


No obligation. Just phone 
us locally, or write to 
Management Controls Ref- 
erence Library, Room 
1472, 315 Fourth Ave., 
New York 10, N.Y. 
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Good Bosses: 
Key to Good Employe Relations 


John A. Spencer 


A’ L OF US in business today are acutely 
aware of the necessity of maintain- 
ing good employe relations. For a number 
of reasons, with which we are all familiar, 
the need for good employe relations seems 
to be greater today than ever before. 
Among the reasons are these factors: 

1, For the greater part of the last ten 
years, we have lived in a relatively tight 
labor market, with jobs easy to find. Good 
stenographers and secretaries are at a 
premium. There’s a shortage of machinists 
and toolmakers. 

2. The current college graduate selects 
his employer. We, in industry, just woo 
him. Thirty-five thousand engineering 
graduates of 1951 were fought for by em- 
ployers whose requirements aggregated 
80,000. Only 21,000 engineers graduated 
in 1952. 

3. People don’t seem to work so hard 
as they used to, nor so willingly. 

4. Pride of workmanship seems gone. 

Yes, the problem of achieving good em- 
ploye relations—which really means cre- 
ating an atmosphere in which an employe 
is willing to come to work regularly and 
promptly and apply his full skill and ef- 
fort to his assignment—is front-page stuff 
today. Our trade magazines are full of it. 
The subject is being approached from the 
psychological aspect, sociologically, polit- 
ically. Theories have been advanced, pro- 
grams proposed, discussions broadcast, 
and opinions expressed through every 
medium of communication. 


LET’S START AT THE TOP 

We have been trying to get at the root 
of this matter of good employe relations, 
and we feel that there is a relatively 
small number of basic fundamentals which 
have overwhelming influence on the end 
result. Of the many influences which af- 
fect employe morale and productivity, I 
am convinced that the quality of supervi- 
sion—the quality of our bosses—is of pri- 
mary importance. I am also convinced that 
this business of good bosses starts at the 
very top. 

Napoleon is quoted as having said, 
“There are no poor regiments, there are 


only poor colonels.” There is an old 
Chinese proverb which says, “A dying fish 
stinks first at the head.” 

If you will but reflect for a moment on 
the organizations that you have known, I 
think you will agree that the quality of the 
leadership at the very top of an organiza- 
tion sets the pace for lower levels of su- 
pervision clear down to the first line. If 
the big boss leads instead of drives, if he 
has personal warmth and an instinctive 
liking for people, if he practices good 
human relations himself, then his attitude 
will be reflected by his staff and all the 
members of management. Then you have 
a climate in which good employe relations 
will flourish. 

We, in General Electric, have analyzed 
what our people want in their jobs. 
Through interviews and questionnaires, 
we asked them what they wanted. They 
are simple things, and they are common 
to almost everyone. We came up with 
nine fundamental requirements. The num- 
ber is not important, but I believe you 
will agree that our list includes those ele- 
ments which you and I and all employed 
people want in our jobs. Here is the list: 

1. Good Pay 

2. Good Working Conditions 
3. Job Security 

4. Good Bosses 

5. Fair Promotion Practices 


6. Respectful Treatment 

7. Full Information 

8. Belief in the Job’s Importance 
9. Job Satisfaction 


It is top executive re sponsibility to see 
that a company’s performance in three of 
these areas is right. 

Good pay—fair pay is essential. A com- 
pany must bring its pay policy out from 
behind the brass curtain, take a look at it, 
and be sure that it will stand the cold 
light of employe scrutiny. We find that 
an employe doesn’t have any particular 
salary as his objective—he is satisfied with 
his pay if we meet two general require- 
ments. First, there must be, in fact and not 
just in policy, equal pay for equal per- 
formance and responsibility between in- 
dividual employes. Secondly, there must 
be a rate that is fair in relation to that 
paid in the community for similar skill, 
training and responsibility. 

Working conditions must be clean and 
comfortable, not requiring in every in- 
stance extensive outlays for brass and 
plush, but requiring adequate light, venti- 
lation, and elbow room to work under 
safe, comfortable conditions. 

Job security is a top management prob- 
lem, and it is up to all of us to do a better 
job in ironing out the peaks and valleys of 
production, the boom and bust cycle, so 
that people can depend on a steady in- 
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advertising manager in 1937; from 1942-1944 was respon- 
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ager and vice president in charge of business development, 
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department, Schenectady, and in March 1951, manager of 
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come not overtime one month and lay- 
offs the next. Industry must simply do a 
better job in this area, and our top man- 
agement was devoting attention to this 
great problem at the time when the de- 
mands of the defense program crowded 
our production schedules. 

You will notice that the other six ele- 
ments in our nine point job can be pro- 
vided to the employe almost entirely by 
his immediate supervisor. With this recog- 
nition of the importance of the supervisor 
(who becomes, in our case, Mr. General 
Electric to his group of employes) we are 
devoting increased study and attention to 
proper selection first, and then the proper 
cultivation of those qualifications which 
make for good bosses 


THE BIG BOSS 

I believe we have always had our share 
of good bosses in General Electric, but we 
are now trying to cultivate what formerly 
grew wild. Before looking further into the 
characteristics which add up to being a 
good boss, let's examine four types of 
bosses which I believe we have all en- 
countered. 


1. The Hard-boiled Autocrat— 
the Bull of the Shop 

This is the old-fashioned kind of boss 
who unfortunately still lurks about many 
premises. He has never used the collective 
pronoun ‘we’ with his organization. It is 
always ‘I want you to do this” or “I want 
you to do that.’” When a decision is to be 
made, he retires tu the inner sanctum, 
places his feet upon his desk, and com- 
munes with himself. The wheels of his 
mighty brain grind exceedingly fine. The 
decision is made. He then pushes buttons, 


rings telephones and assembles his organi- 
zation. ‘Here is our new policy—I say 
make it work!” He seeks power and re- 
spect ese for himself. He is critical 
and detailed in supervising people. He 
has no regard for employe attitudes. He 
practices one-way communication. There 
is no love for this kind of a boss among 
his employes. Antagonism is the prevail- 
ing climate. Efficiency of the work group 
is not high. 


2. The Benevolent Despot 
or the Diplomat Type 

We might characterize his type of ap- 
proach as the mailed fist in the silken 
glove. He has read a book on human rela- 
tions. He comes in on Monday morning 
and talks to one of his employes. “Did 
you have a nice weekend? How is your 
wife and little Willie ? How is the garden 
coming ? Where in the hell is that inven- 
tory report I told you to get out Friday 
afternoon ?”’ He is a back slapper and bak y 
kisser and his people know it. His contacts 
with his employes are superficial. The pre- 
vailing attitude of his group is one of 
cynicism and distrust. His people are con- 
vinced that he is interested in his own 
selfish goals and that his interest in them 
is insincere. The efficiency of such a group 
is low. There is no genuine confidence in 
the leadership of this boss. 


3. The “Sloppy Joe” 

This kind of boss hates to make any sort 
of decision. He is primarily concerned 
with his own security. He is afraid to stick 
out his neck. He avoids communication 
with his people. He, too, has read a book 
on human relations and when members of 
his group ask him for a decision, his an- 
swer is invariably “What do you think?” 


















































| TITANIC 
| MFG. 
7 
Fi 
— 
th \ — ee 
/ HI , 
ee Mi 





“| realize you're proud of your first promotion in twelve years, Dismukes, 
but I’d rather you didn’t take that door home to show your wife!” 
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This technique is excellent under certain 
circumstances, but if that is the only kind 
of answer the employe gets when he wants 
help on a problem, he soon comes to the 
conclusion that his boss either doesn’t 
know the answers, or is afraid to make a 
decision. The morale of his people is 
generally one of apathy. The ship is with- 
out a rudder. The productivity of the 
group is low. It says in Corinthians I, “If 
the trumpet give an uncertain sound, who 
shall prepare himself to the battle ?” 


4. The Quarterback Type 

This boss has built a democratic work 
group. He practices consultative supervi- 
sion. His aim is to build a real work team. 
He secks recognition, advancement and 
security for those with whom he works as 
well as for himself. He creates an atmos- 
phere of approval and the relationship be- 
tween this boss and his men in an infor- 
mal give and take. When decisions are to 
be made, he asks for the opinions of the 
interested individuals. So far as is practi- 
cable and possible, he uses the group's 
opinion in forming his own decisions. 
Here is sincere two-way communication 
and resulting team work. This sort of a 
work group says, “Let's go.” Individuals 
feel themselves a part of a hard-hitting 
team. Production and morale are high. 


DESIRABLE ATTRIBUTES 

Now, let’s look further at this desirable 
kind of a boss that we want to cultivate. 
This kind of boss has a strong sense of 
personal res ponsibility—not only responsi- 
bility to his company, but responsibility 
to the people who look to him for leader- 
ship. Such a man feels answerable to his 
people, and creates in them a strong feel- 
ing of loyalty. 

This model boss earns the following of 
his people, does not demand it. Such a 
man gets his results by being a leader and 
not a driver. He realizes that he has been 
appointed to his position of command. He 
is not by any means the natural choice or 
the elected representative of the group he 
supervises. He may achieve that place, but 
he will have to earn it. In 1939, Gerald 
Swope told 550 G.E. executives, “De- 
mand that your leader appeal to whatever 
common sense is in you, and that he com- 
mand your understanding and loyalty only 
after he has met the problems and ques- 
tions that you raise.” 

Our best supervisors have ability to in- 
spire their people. They study each indi- 
vidual in their organization for they un- 
derstand that a different type of direction 
may be needed for each individual. In 
one case, an employe may react favorably 
to an occasional pep talk; in some in- 
stances, steady needling may be necessary ; 
in another, the quiet hint will suffice; and, 
in a few instances, an employe reacts most 
favorably to an occasional solid swat in 
the seat of his pants. In other words, the 
boss studies each of his subordinates and 
determines what makes each tick. 








Nothing contributes more to building a 
strong hard-working loyal team than a 
considerate chief. He is courteous to his 
lieutenants. He puts himself in their place 
before making decisions affecting them. 
He knows that they have pride and per- 
sonality and self-respect, and that he will 
get much more effective work by treating 
those characteristics as assets than by 
trampling on them. He is genuinely in- 
terested in his people, and likes and re- 
spects them. 


LEADERSHIP REINS 

Persuasion and suggestion are the two 
reins of leadership. Commands must be 
rarely used. Tact and diplomacy will ac- 
complish far more than orders and direc- 
tives. The old days of “treat ’em rough 
and tell ’em nothing” have passed. People 
want to know where they stand. 

I am convinced that in the development 
of good bosses, good intentions are not 
enough. Wide reading and even some 
self-analysis may not suffice to give a 
boss a true picture of where he stands 
with his people. A year or so ago, I 
turned our rating system into reverse, and 
had the eight staff members who report 
directly to me anonymously rate me. The 
results provided one of the surprises of 
my life, and knocked the complacency out 
of me in a hurry. I commend this to those 
of you who may enjoy the needling effect 
of a cold shower. 

One writer in particular has helped to 
bring into focus our picture of the needs 
of the individual worker and his relation- 
ships with his superior. He is Douglas 
McGregor, formerly of M.I.T. and now 
president of Antioch College. Dr. Mc- 
Gregor emphasizes most clearly that the 
subordinate in business is dependent for 
the satisfaction of many of his vital needs 
upon the behavior and attitude of his su- 
perior. He needs a feeling of confidence 
that he can satisfy his needs if he does 
what is expected of him. 

A condition which will help to satisfy 
the need of the subordinate for an ade- 
quate sense of security is to work in an 
“atmosphere of approval.’ In this atmos- 
phere, he knows what is expected of him, 
and how well he is measuring up to these 
expectations. McGregor emphasizes the 
importance of providing opportunities for 
the employe to participate in the discus- 
sion and solution of problems which may 
affect him, and of being forewarned of 
any changes which may upset established 
relationships. 

Within the framework of this atmos- 
phere of approval, the supervisor can and 
must maintain consistent discipline in the 
form of strong backing when the indi- 
vidual is right, and disapproval and pos- 
sible punishment when he is wrong. This 
discipline—this recognition of good and 
bad work—is fundamental in providing 
an atmosphere of approval. 

We, in General Electric, are recognizing 


TEN COMMANDMENTS FOR GOOD BOSSES 


Thou shalt 


1. Be personally interested in each employe directly 


supervised 


him clear instructions. 


and show it. 
2. Let him know just what you expect of him and give 


3. Let him know constantly where he stands (how he’s 


4. Praise him publicly; rebuke him privately; respect his 


Insist on high work standards; enforce quiet, uniform 


doing e 
dignity. 
5 
discipline. 
6. Teil him of changes in advance. 


7. Deal him in on what's going on—develop a feeling of 
belonging (Employe Round Table). 
8. Give him equality of opportunity; and assignments 


that challenge his ability. 


g. Play no favorites; keep your promises. 
10. Earn his respect through your competence, firmness 


and fairness. 


the part which full information plays in 
promoting good employe relations. We 
feel that we have found a means of es- 
tablishing contact between the supervisor 
and his people which is in the proper 
climate—the proper atmosphere of ap- 
proval for a sincere, free exchange of 
ideas and information. Here we feel is a 
way to establish confidence and a warm 
free regard between the employe and the 
boss. 


EMPLOYE ROUND TABLE 

We have developed a concept of an in- 
formative meeting which we call the Em- 
ploye Round Table. The Round Table is 
a regularly scheduled meeting attended by 
a supervisor and a group not to exceed 15 
of those he supervises. These meetings are 
held in quiet conference rooms away from 
the noise, telephone and distraction of the 
immediate job. All types of employes par- 
ticipate in Round Tables—shop workers 
with their foreman; clerical employes 
with their section leaders; engineers with 
the manager of their group. The super- 
visor is alone with his people. In this at- 
mosphere the supervisor first informs his 
people of those items which he believes 
to be of the greatest interest to them. Usu- 
ally this information pertains directly to 
the work of the particular unit. This in- 
formation is given freely. It is accurate. 

After the supervisor has presented the 
information which he has prepared, the 
meeting is open for questions. No ques- 
tions are barred except those of a personal 
nature or those involving matters of union 


a a” ree 


contract. The supervisor is instructed to 
answer questions fully and honestly. He 
must never bluff. If he does not know the 
answer, he agrees to get it and put it in 
writing in the form of minutes which are 
issued shortly after each meeting. 

We have watched the growth and de- 
velopment of these Round Table meetings 
with great care. We find that they build 
good followers because they give our em- 
ployes a sense of belonging to the team— 
a new feeling of significance. They seem 
to answer one of the worker's deepest 
psychological needs. They give him a 
chance to express his individuality. They 
give him a feeling of belonging to the 
group 

They enable employes to pool their 
know-how; to gain self-confidence by 
stating their opinions. They promote en- 
thusiasm, high morale, and group effici- 
ency. 

As a by-product, employe Round Tables 
provide one of the best ways of develop- 
ing better bosses. These meetings are not 
designed for just the lowest level of su- 
pervision, but for bosses at all levels. 

We should never ask a supervisor to 
conduct such an informative meeting un- 
less he himself is participating in such a 
meeting with his superior. We sit down 
with the top boss of an individual busi- 
ness and work out with him a flow chart 
whereby informative meetings are the 
pipelines by which information flows both 
ways—level by level from top manage- 
ment to the lowliest employe and back up 
the channel 
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Private industry is adding more than five cents 
in the form of supplements to every wage and sal- 
ary dollar it pays out, according to the National 
Industrial Conference Board. These supplements 
include employers’ payments for private pensions 
and welfare funds, company payments for govern- 
ment old-age and survivors’ insurance, contributions 
to state and federal unemployment funds, compen- 
sation for injuries, plus a few minor items. 

This extra nickel for each dollar of wages and 


salaries paid out does not include many of the 


TALKING IT OVER 

We have prepared a booklet to assist 
Our supervisors in preparing themselves 
to hold Round Table meetings. I shall be 
glad to send you a copy upon request. 

We have also hammered away at our 
supervisors on the excellent results ob- 
tained by talking things over with our 
people. Here is a simple, obvious, creative 
medicine which has almost miraculous ef- 
fects. Almost any dispute or misunder- 
standing can be resolved if people will 
talk it over. For a simple homey example, 
consider your own domestic relationships. 
When on occasion we erring males are 
met with a stony silence in our household, 
we know we are really in trouble. Once 
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944 947 
fringe items which are becoming more and more a 
standard element in labor cost. For a number of 
leading companies, the over-all cost of all non- 
wage benefits, including such additional items as 
vacations, holidays, and other payments for time 
not worked, ranges from 10% to as high as 30% 
of straight-time earnings. 

Since 1929, the Board notes, the benefits have 
multiplied fivefold—from only one cent for each 
wage and salary dollar in the earlier year to the 
current figure of more than five cents. 





we get the mistress of the house talking 
things over, we are usually on the way out 
of the dog house. 

Are we troubled with tardiness or ab- 
senteeism ? We must ta/é it over with the 
offenders. Is the going tough on a new 
cost-reduction program? We must talk it 
over, and sell its desirability to those 
working for us. 

Are we about to move a group into an- 
other building or office—make any change 
which affects our people physically or 
emotionally? We must talk it over with 
them in advance—we must invite ques- 
tions—we must ask for suggestions. 

If we want our employes to believe that 
their job is significant, we must talk over 
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with them the importance of their assign- 
ment, ask for their advice, and comments 
and mean it. 


“BOTTOM-UP” MANAGEMENT 


A book which I have found most stimu- 
lating in the consideration of supervisory 
relationships was written a couple of years 
ago by W. M. Given, president of the 
American Brake Shoe Company. Its name 
is “Bottom-up Management.” This book 
was written by a top executive of a suc- 
cessful corporation. It is direct, practical, 
and extremely stimulating. 

In discussing supervisory relationships, 
Mr. Given brought out one thought which 
was extremely challenging to me. He says 
that an employe should work in an at- 
mae pg in which he has “the freedom 
to fail.” Think of what that means. It 
means that the employe is so secure in his 
job that he knows that he can pull out, 
seek new ways, use his imagination and in- 
genuity because he knows that a mistake 
will not damn him in the eyes of his boss. 
He realizes equally well that he cannot 
always fail. He knows that the occasional 
failure is inevitably present in forward 
progress. I like to think of the case of 
Babe Ruth with his career in the big 
leagues. He struck out 1,330 times. He hit 
714 home runs, and it is the home runs 
and not the strike outs for which we re- 
member Babe Ruth. 


SHINING UP THE BRASS 

We have worked for more than a year 
in the development of a training program 
which will help supervisors to improve 
the quality of their leadership. It is a 
course particularly designed for those 
who supervise so-called ‘white collar” 
people. We call this program ‘Human 
Relations Conferences for Management.” 
Before beginning work on the preparation 
of this course, we conducted a survey with 
a representative number of supervisors to 
find out if they felt such a course would be 
helpful, and if so, along what lines it 
should be developed. It is interesting to 
note that all felt such a course to be de- 
sirable although it is significant that quite 
a number of supervisors felt that they 
themselves did not need the course, but it 
would be a fine thing for another boss 
they knew. 

When we had our materials assembled, 
we tried something new. We rounded up 
20 of the shiniest pieces of brass in our 
General Office, and drafted them for a 
dozen two-hour breakfast sessions—one a 
week. We used the conference method 
with members of the group rotating in 
leading the individual sessions. I am sure 
that we had reached the fourth session 
before all members of the group felt 
that they were taking the course them- 
selves, and not examining it to determine 
its suitability for their supervising 
lieutenants. (Continued on page 549) 
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Designed for work simplification, 
the Olivetti fully automatic Printing 
Calculator requires no special 
training. For further efficiency, the 
automatic short cut “push button” 
multiplication employing a separate 
keyboard saves up to 35% of multi- 
plication time, and the printed tape 
records permanently all calculations 
and results, including credit balance. 
For demonstration please call the 
















sales and service office nearest you. 
There are over 400 cities throughout 
the United States with Olivetti repre- 
sentation. Olivetti Corporation of 
America, 580 Fifth Ave., New York 36. 
















An Insurance Program 
for an Operating Company 


William R. Walker 


HEN CALLED UPON by a Client to 
eee an over-all insurance 
program, we are guided very largely by 
our belief that insurance is essential 
against any peril which could possibly 
cause a grievous financial loss, no matter 
how improbable occurrence of such loss 
appears. 

Insurance is not essential in situations 
which could involve only minor loss, even 
though there is considerable probability 
of such losses. It should be more eco- 
nomical in the long run to absorb such 
losses as they occur 

In the development of our recom- 
mendations for an over-all program, we 
employ one of the many questionnaires 
or fact finders which have been developed 
by various insurance interests for the pur- 
pose of ascertaining a clear picture of the 
client's operations, and a complete knowl- 
edge of his - rties, real and personal, 
tangible and intangible. The question- 
naire appears formidable, and it is, but 
the client must answer freely the many 
questions if he really wants a comprehen- 
SIVE report. 

Invariably an inspection of the proper- 
ties owned and _ premises aiiied is 
needed to complete the questionnaire. In- 
formation is obtained on the following: 
Building occupancy, construction, dimen- 
sions, condition and value; internal and 
external fire, explosion, and life hazards; 
a better understanding of proce sses or op- 
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Davenport Insurance Corporation, Richmond, Virginia, pre- 
sented this paper before the Richmond Control of Con- 
trollers Institute as part of a program “to keep Virginia 
abreast of new developments in the various fields of in- 
surance elsewhere” sponsored by the Fire and Allied Lines 
Committee of the Virginia Association of Insurance Agents. 
Mr. Walker is chairman of the committee and currently vice 
president of the association. Before joining Davenport In- 
surance Corporation, he served for four years as fire pro- 
tection engineer with Southeastern Underwriters Association. 


THE CONTROLLER 


erations; and, whether or not installation 
of fire-protection equipment is advisable 
from the standpoint of premium savings 
or to safeguard continuity of business. 

In an actual case of this kind from the 
data thus accumulated for a client with 
four plants in three states the following 
program was evolved. 


FIXED ASSETS: 

With the exception of stock and fuel 
the tangible property at each _ is 
separately insured under blanket form for 
about 95% of the estimated value and 
subject to the usual 909% co-insurance 
clause applicable to blanket insurance. The 
blanket form, while intended primarily to 
cover buildings, machinery, equipment 
and furniture, actually covers all property 
of every description not specifically ex- 
cluded. The exclusions are stock, fuel, 
automobiles, land values, railroad sidings 
(not on trestles), fencing, underground 
piping and fittings, retaining walls, pav- 
ing and masonry not a part of insured 
buildings, accounts currency, bills, deeds, 
evidences of debt, money, securities, and, 
of course, the usual foundations exclusion. 

Protection is against fire, lightning, and 
the extended coverage perils. The as- 
sured did not feel that in their particular 
localities there was much probability of 
vandalism loss, and even if it should occur 
the consequences would not be serious. 
Although two of the plants are sprin- 
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klered the assured carries no sprinkler 
leakage insurance on buildings and ma- 
chinery, but does insure office furniture 
and fixtures and stock against this peril. 
Under boiler policy, insurance against 
explosion damage by boilers or pressure 
vessels enumerated in the policy completes 
this assured’s coverage on fixed values. 


STOCK: 

Including packing materials and fuel, 
this is insured under a so-called multiple 
location monthly reporting form of policy 
against the same perils covered under the 
plant policies. This reporting form of 
policy provides automatic coverage within 
certain stipulated limits wherever the 
property insured may be located in the 
United States. Monthly reports by the as- 
sured disclose the location, and value at 
each location, as of the last day of each 
month. The policy rate is predicated on 
the average value at each location during 
a twelve-month period in the immediate 
past, and the rates published on the vari- 
ous locations modified by certain credits 
contemplated in the multiple-location rat- 
ing plans for distribution of risk, size of 
premium, and loss experience. 

In a case of this kind, where inventory 
is scattered over many locations in a num- 
ber of states and values fluctuate widely, 
this type of policy is ideal, but it leaves 
one gap. It does not afford any protection 
to goods in transit, which are separately 
insured under an Inland Transportation 
policy against practically all risks, whether 
the goods are in transit by rail, public 
truck, or the assured’s own equipment. At 
this point it might be well to note that 
there are conditions under which a com- 
mon carrier is not liable for loss to goods 
in his custody. To pick up where the In- 
land Transit policy leaves off, this assured 
also has an Ocean Marine All Risk policy 
which covers goods in transit to foreign 
countries via water; also intercoastal 
United States. 


LEASED BUILDINGS: 

The buildings at one of the plants are 
not owned by the assured, and the build- 
ing owner carries no insurance. Believing 
that the landlord would endeavor to hold 





the insured responsible in case of fire or 
explosion in the plant, a special Legal 
Liability policy was arranged to protect 
against building damage from these haz- 
ards. Improvements which our client has 
made to this building are insured under 
the Stock Reporting policy. 


USE AND OCCUPANCY: 


This assured has another very real in- 
terest in the properties we have been talk- 
ing about. Large sums were invested in 
buildings and machinery with one pur- 
pose in mind—to provide income for the 
investors, most of whom are also active 
in the operation of the company. Any con- 
siderable damage to the plants would in- 
terfere with the use and occupancy of 
those premises, and through the resulting 
reduction in earnings, would frustrate to 
some extent the purpose for which the 
plants were set up. For that reason Use 
and Occupancy insurance is carried at 
each plant against the same perils against 
which the property values are insured— 
that is, fire, lightning, and extended cover- 
age, boiler and pressure yessel explosion. 

The coverage for this insured approxi- 
mates 80% of the annual overhead and 
net profit anticipated for each plant. 
Should an insured casualty so damage a 
plant as to prevent or impair its produc- 
tivity, claim for net profit prevented and 
necessary continuing expense during the 
reconstruction period would be payable 
to the extent that the business would have 
earned them had no such loss occurred. 

Because the plant labor in these opera- 
tions is seasonal and not highly trained, it 
is improbable that any considerable num- 
ber of them would be kept on the payroll 
during a forced shut down of the plant, 
and those retained would in all probability 
be employed in cleaning up the premises, 
and that expense would be chargeable to 
the property loss. For that reason this as- 
sured has excluded from coverage any 
continuing ordinary payroll. Foremen in 
the plant, highly trained machine opera- 
tors, office employes, and numerous others, 
are considered important employes, and 
included in the insured category. 


WORKMENS COMPENSATION: 


There are a number of exposures di- 
rectly related to personnel, perhaps the 
most familiar is liability under the Work- 
mens Compensation laws. Workmens 
Compensation insurance is compulsory in 
many states, and consequently almost uni- 
versally carried. 


FIDELITY BONDS: 


Dishonest acts of employes cost employ- 
ers many millions of dollars each year. 
While individual employes may be sep- 
arately bonded, it has proven much more 
satisfactory and very little more expensive 
to carry blanket fidelity insurance which 


applies to every employe regardless of his 
duties or responsibilities. This assured 
finally decided on blanket coverage after 
trying to single out and insure particularly 
vulnerable positions. 


LIFE, HEALTH AND ACCIDENT: 
Before leaving the subject of personnel 
we should at least mention Group Life, 
Accident, Health, and Hospitalization 
plans, including pension and retirement 
plans financed by Life Insurance. While 


all of these are forms of insurance, they, 


are so wrapped up in the over-all picture 
of employes compensation that I will not 
attempt to cover these subjects. I have not 
touched upon keyman life insurance. Our 
client waited until too late to consider this 
for two of the principal factors in the 
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organization but has since secured cover- 
age on a number of the younger keymen 
to partially reimburse the business for the 
financial loss their death would cause. 


AUTOMOTIVE EQUIPMENT: 

This assured has quite a fleet of cars 
and trucks. In this connection the matter 
of top ay ig is Liability Insurance, 
not only for Bodily Injury but also for 
Property Damage. This assured has cov- 
erage with limits which seem adequate 
even in the light of increasing verdicts 
noted all over the country. Included with 
the Liability Insurance in this policy is 
insurance against practically any kind of 
physical damage to the equipment includ- 
ing Collision and Overturn, subject to a 
deductible of $100. The advisability of the 
latter, it seems to me, depends very much 
on the premium. Also included is Medical 
Payments coverage at $1,000 per person in 
connection with the passenger cars only. 
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This is inexpensive and has a tendency to 
eliminate guest litigation. 

I am sure you are all familiar with 
Automobile Non-Ownership Liability In- 
surance. To reduce the cost, and at the 
same time make sure that employes will 
not involve the employer in litigation 
through the use of the employes’ cars, 
each key employe who frequently and 
regularly uses his car on company business 
insures his own auto liability by endorse- 
ment on the employer's policy, and the 
employer pays part of its cost. 

Class If Non-Ownership Liability and 
For Hire Car Liability endorsements pro- 
tect the employer with respect to use of all 
other automotive equipment. 

We have mentioned only automobiles 
and trucks. Teams are seldom encountered 
now, but some businesses own and oper- 
ate aircraft, boats or ocean-going vessels. 
This assured uses none of these, but cov- 
erage similar to the automobile protection 
mentioned above is available. 


GENERAL LIABILITY: 

The ownership and occupancy of prop- 
erty and operations elsewhere, involve 
legal liability exposures. Elevators on the 
premises, or construction work, increase 
that exposure. Liability that would or- 
dinarily rest with others is often assumed 
under contract or agreement in connection 
with railroad sidings, easements, or leases. 
The Comprehensive form of liability 
policy, if properly drawn, will protect 
against all these conditions and hazards 
unknown at the time or which later de- 
velop. Our client is so protected, having 
elected however, to exclude coverage with 
respect to products. Foods, drugs, cos- 
metics and clothing involve very definite 
products liability exposure. Faulty ma- 
chinery may cause injury. Services im- 
roperly performed can be a source of 
itigation, all of which points to a greater 
importance of products liability coverage 
than many are willing to concede. 


MONEY AND SECURITIES: 

This assured keeps on hand at each 
plant a small petty cash fund, but at cer- 
tain seasons brings into the plant very 
substantial sums to meet ordinary labor 
payroll, and these funds, as well as other 
valuables, which may provide tempting 
targets for burglary or hold-up, are in- 
sured against robbery while enroute from 
bank to the plant, and while on the 
premises. For those with greater exposure 
and different conditions of exposure, al- 
most any desired protection can be ob- 
tained, including the very broad form All 
Risks Money and Securities policy. 

The program outlined above, we be- 
lieve, is well balanced and adequate to 
meet the requirements of this particular 
assured. 


NOVEMBER 1952 





517 





Measuring Today’s Total Tax “Take” 


Preliminary Study analyzes ‘52 Tax Load: 
$557 per capita; $86.5 billion over all 


ome IMINARY ESTIMATES of the total tax 
“take” by all levels of government in 
fiscal 1952 place it near a record $86.5 
billion. That's $16 billion or 22% more 
than for 1951. And 1951, in turn, meant 
25% more taxes than were extracted in 
the year preceding Korea. The 1952 bill 
for federal, state and local government, a 
National Industrial Conference Board 
study finds, came to an estimated $557 for 
every man, woman, and child—$142 more 
than it did at the wartirne peak, and $184 
above the 1950 peacetime mark. 

The 1953 bill, moreover, may well be 
even larger, for the full effect of post- 
Korean federal boosts is only now taking 
hold and state and local governments con- 
tinue to seek more revenue, the same 
study notes. 

The first step in appraising today’s rec- 
ord-breaking load is selection of the most 
appropriate methods of measuring taxes. 
None is perfect for all purposes, and 
some shed more light than others, the 
Board states. Using mid-1952 figures and 
comparisons drawn with pre-Korea and 
the peak tax effort of World War II, this 
study of the tax burden analyzes some of 
the better-known tax measurement tech- 
niques. Their meaning and implications 
are discussed and their limitations pointed 
out. 

Compared with pre-Korea, 1952's tax 
structure shows only moderate changes. 
This, it is pointed out, directly reflects 
the stress in defense tax policy upon 
existing taxes. But over the perspective 
of decades the changes in tax emphasis 
are marked. The relative contributions of 
property and miscellaneous levies have 
fallen off sharply; a rise in social insur- 
ance contributions has about matched a 
decline in customs and excises; and in- 
come taxes have moved up from a scratch 
position to the largest single tax source 
more than 62% of the total. 

One handicap of such large-scale tax- 
load measures (as an $86.5 billion total or 
$557 per capita), the Board adds, is the 
wide gap that separates their magnitudes 
from down-to-earth actuality. Such over- 
all measures shed little light on either 
specific burdens on people or firms or on 
specific economic effects—nor do they 
contain any reference to either tax-paying 
ability or other tax criteria. And, like all 
averages, per capita figures can be mis- 
leading as well as helpful. Averaging 
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taxes, like averaging apples and oranges, 
necessarily involves gliding over many 
differences. 


TAXES MEASURED BY INCOME 

Of the methods employed in relating 
the tax load to tax-paying ability or ca- 
pacity, the most commonly used single 
criterion is current income. Use of this 
criterion is usually premised on the 
grounds that income constitutes the prin- 
cipal source from which taxes are ulti- 
mately paid. But in application, the study 
cautions, this criterion is not always so 


some 


“I’m not quite sure—but | think 
it’s called ‘The Taxpayer.’ ” 


simple, since some taxes may not be paid 
directly out of income and since, in prac- 
tice, income itself is not the unambigu- 
ous, straightforward criterion it might 
seem. 

Of these income criteria, the ratio of 
taxes to national income is frequently 
used as a measure of the total tax load. 
On a Department of Commerce basis, this 
ratio reached a record 32.4% in the first 
quarter of 1952—four percentage points 
above the wartime peak and seven above 
the pre-Korean level. Excluding social in- 
surance taxes, the ratio stood at 29.1% 
in early 1952. 

A case has been made and statistics 
have been assembled to indicate that taxes 
in excess of about 25%, instead of being 
deflationary, become inflationary in their 
impact upon the economy, the Board 
notes. But on the other hand, it points 
out, by increased borrowings government 
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can exercise greater command over na- 
tional resources and even contribute to a 
decline in the tax-income ratio. Thus the 
value of the ratio by itself may not fully 
describe the economic effects of govern- 
ment. 

By another criterion—that of direct per- 
sonal taxes compared to personal in- 
come—the national average rate of taxa- 
tion on personal income early in 1952 
was 12%, at an annual rate—more than 
a third higher than the ratio of the quar- 
ter before war broke out in Korea. Al- 
though nearly half again as high in dollar 
value as the 1945 peak, taxes imposed 
directly on persons took almost the same 
proportion of income early this year. 

Personal income after taxes, or dispos- 
able income, according to the analysis, is 
a complementary measure of the tax load. 
Viewed this way and valued in current 
prices, 6 pres income has managed to 
stay ahead in the race with taxes, being 
15% above the Korean level and half 
again larger than its 1945 dollar total. 
But like other dollar aggregates these 
days, such a standard often presents quite 
a different picture when adjusted for price 
and population changes. In terms of con- 
stant prices and on a per capita basis, real 
disposable income at the 1952 first quar- 
ter annual rate was only 1% above June, 
1950, and actually 7% less than in 1945. 

Measures such as these, the analysis 
continues, must be used with their limi- 
tations in mind. Under a system of gradu- 
ated tax rates on income, analysis of the 
load can hardly overlook the distribution 
of personal income, its changes over time, 
or changes in the various forms of income. 

On the other hand, it is noted, to con- 
sider only taxes directly imposed on in- 
come is to omit any reference to “hid- 
den” taxes which no less effectively nibble 
away at income. Such an omission drasti- 
cally limits the measure’s utility. 


TAX LOADS ON 
SPECIFIC TAXPAYERS 


One measurement tool of a more speci- 
fic nature is the tax paid by each income 
bracket as a whole. By this measure, it 
would appear that the recent stepping up 
of the federal income-tax load, for in- 
stance, has been concentrated in brackets 
over $5,000. The proportion of all income 
taxes paid by persons earning less than 
$5,000 declined from 51% of the total 
in 1945 to 39% in 1948 and down to an 
estimated 37% last year. Changes in the 
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distribution of before-tax income and the 
effect of progressive rates, however, tend 
to blur the meaning of this type of 
measure. 

In 1951, of the estimated $71 billion 
of remaining untaxed surtax net income, 
some $34 billion fell in the lower end 
of the income scale. Of the $37 billion 
left in the over-$5,000 bracket, 81% 
was accounted for in the group earning 
between $5,000 and $25,000. 

But in the final analysis, the study as- 
setts, how much anyone pays depends 
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not only upon his total income but also 
upon the components making up his in- 
come, where he lives, what he buys, the 
demands family and other responsibili- 
ties make upon income, and many other 
variables. And as a measure of the real 
load, taxes directly paid are of less eco- 
nomic and personal importance than 
taxes actually borne. 

The full story thus also involves fer- 
reting out hidden taxes, tracing their 
course through a labyrinth of shifting 
possibilities, and determining somehow 
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PROFITS AFTER TAXES 
Manufacturing Corporations, 1950-1951 


Out of each dollar of sales last year, profits 
were just over a n kel against about seven cents 
in 1950, according to the National Industrial Con- 
ference Board. As a percentage of net worth (at 
book value), the Board notes, profits fell from 
15% to less than 13%. 

With the sole exception of the petroleum and 
coal group, profits in 1951 were smaller than in 
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the previous year, no matter which yardstick is 
applied. The more profitable industries in 1951 
include petroleum and coal, stone-clay-glass, 
primary nonferrous metals, paper, and chemicals. 
At the other end of the scale, some of the indus- 
tries showing the poorest profit records were 
leather, apparel, textiles, food and tobacco. 
Chart copyright, 1952, by The Conference Board 
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their final incidence. The Board’s study 
reviews the results of recent analyses of 
the burden of both direct and hidden 
taxes and appraises both their contribu- 
tions to tax measurement and _ their 
limitations. 


MEASURES OF SPECIFIC TAXES 

Tax-load measures of certain taxes or 
of certain aspects of those taxes serve 
still other purposes. Measures like 
these carry no implications of the over- 
all tax load; but they often cast light on 
some of its more important components. 

One of this group of measures an- 
alyzed in the Board’s study is the rate of 
taxation on surtax net income, the sig- 
nificance of which lies in the fact that it 
measures the tax “take” out of an addi- 
tional dollar earned. Since the marginal 
income dollar is taxed at the highest 
rate applicable to each taxpayer, this is 
the rate which bears directly upon in- 
centives, upon decisions to work more, 
invest more, or engage in other income- 
producing activities 

Under present tax laws, 22.2 cents of 
each added income dollar earned by a 
single person in the lowest taxable 
bracket is taxed away. The rate rises 
throughout the income scale until it 
reaches 92 cents for a surtax income of 
$200,000 or more. The pre-Korean mar- 
ginal tax “take” ran from 17 cents up to 
82 cents of every added income dollar; 
the peak rates of World War II were 
fractionally higher in the bottom and 
top brackets than present percentages, 
and those for middle incomes lower. 
With income-splitting on joint returns 
available to married persons since 1948, 
they now pay at lower rates than bache- 
lors and throughout the scale keep 
more of the last income dollar than they 
did during wartime. 

But, the study notes, taxpayers with 
the same gross income may, because of 
different deductible expenses, income 
subject to varying treatment under the 
tax laws (e.g., capital gains, tax-exempt 
income, income in kind, etc.), or other 
reasons, wind up with taxable incomes 
of quite different sizes. And now with 
income splitting and special allowances 
for unmarried heads of households, in- 
terpersonal comparisons must allow for 
further differences. 

For still other purposes there are 
the straightforward and perhaps more 
readily understood comparisons of 
actual tax liabilities and of incomes re- 
maining after tax. Thus the tax impact 
on a married man (with two children) 
making $10,000 a year could be partially 
summarized by saying that in 1949 he 
would have paid a federal income tax 
of $1,014 and this year he will hand 
over $1,334 to the tax collector, assum- 
ing average deductions. Twenty years 
ago the federal “bite” on that income 
was but $211. 





Accounting Adaptation of Marginal Cost Theory 
as an Aid to Management in Price Policies 


William L. Campfield 


"ite gee BUSINESS MANAGEMENTS, 
and ofttimes accountants, have held 
the belief that, as long as efficient cost 
accounting methods have been devel- 
oped for accumulating production and 
distribution costs, all of the data neces- 
sary for rendering price decisions and 
determining sales policies would be 
available. However, the well-trained ac- 
countant’s knowledge of economic the- 
ory informs him of the erroneousness of 
this belief. When his counsel is sought, 
it is his duty to point up the fact that 
money cost, no matter how scientifically 
accurate its ascertainment may be, is but 
one of the many factors determining 
price. 

It is axiomatic in any relatively un- 
controlled enterprise system that prices 
in their various forms reflect both the 
demand for goods and services and an 
expression of the forces of supply of 
goods and services. Hence, the account- 
ant or others who would offer counsel 
to managements on pricing policies 
would be well advised to emphasize the 
necessity for basing price and sales de- 
cisions upon an intelligent appraisal of 
forecasts of demand elasticities and the 
anticipated response of consumer de- 
mand to alterations in managements’ 
cost schedules. 


THE ECONOMIST’S CONCEPT 

It would appear almost trite to state 
that the long-run pricing policy of any 
management should have as its objec- 
tive the securing of a combination of 
unit selling price, sales volume, and unit 
cost which will result in the largest total 
profit. Practically any student familiar 
with the elemental workings of a private 
enterprise system knows this to be true. 
This objective epitomizes the econ- 
omist’s concept of a maximization of 
volume representing profits through 
time. Under a private enterprise system 
of economy such maximization 1s ac- 
complished through individual enter- 
prisers’ ability to produce inexpensively 
the goods and services which yield con- 
sumers the most satisfactions. Conse- 
quently, as large a store of knowledge 
as feasible about the prices at which 
goods and services can be sold and pro- 


duced is an important ingredient of ef- 
fective management of business endeav- 
ors. 


SUPPLY AND DEMAND 

Useful to our discussion is a brief 
statement of the economic postulates 
upon which a private enterprise pricing 
system, under competitive conditions, 
rests. Conventional economic analysis 
views demand of consumers for various 
goods and services as being reflected in 
series of schedules of quantities of such 
goods and services per unit of time 
which consumers stand ready and will- 
ing to purchase at given prices at given 
times. These quantities, as the demand 
schedules will reveal, vary inversely 
with the price at which the goods and 
services are offered. On the other side of 
the picture, the supply of goods and 
services, under competition, is viewed 
by economists in terms of schedules of 
the quantities per unit of time which 
producers of goods and services stand 
ready to offer for sale at given prices at 
given times. In the conventional eco- 
nomic analysis, it is the point at which 
these opposing forces of supply and de- 
mand are balanced that the one and only 
one prevailing market price is estab- 
lished. 

As helpful as this fundamental gen- 
eral pricing postulate may be for pur- 
poses of aggregative analysis it is ob- 





vious that the important consideration 
for the individual business firm is not 
demand in general or supply curves for 
an industry as a whole but the potential 
salability of the expected output of the 
individual firm over a period of time 
and the least cost combination of factors 
that can be marshalled to produce this 
particular output. Necessarily, there- 
fore, the counsellor to individual enter- 
prises on matters of pricing must ex- 
pand the one-price concept of the mar- 
ket of pure competition to include price 
differentials existing in a business world 
of less than competitive purity. 


APPLYING THEORY TO PRACTICE 

In the furnishing of aid to manage- 
ments in the application of economic 
theory to practical problems of enter- 
prise operation, no reasoning person can 
find any major objection to using the as- 
sumptions of conventional general pric- 
ing analysis as a point of departure. 
However, in considering the econ- 
omist’s concepts of such things as aver- 
age revenue from which the marginal 
revenue curve is drawn and schedules of 
production costs from which marginal 
cost curves and associated supply curves 
are drawn, there must be due regard for 
the individual firm’s selling prices and 
production costs over a period of time 
sufficiently long enough upon which to 
base managerial price decisions. Price or 
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"Your husband will be a little late for dinner . . 


cost at any one point of time would be 
of little import to a management inter- 
ested in the long-term price and selling 
policy so vital to a going concern. 

In most business enterprises, and with 
respect to most goods and services, it is 
customary to establish prices for some 
relatively long period ahead. Generally, 
because of existing contracts or because 
of habitual buying patterns of consum- 
ers, it is not feasible to change these 
prices. It is also typical of business en- 
terprises to establish their prices before 
actual costs of production can be ascer- 
tained. All of this points up the appar- 
ent conclusion that when a business en- 
terpriser makes decisions about prices 
for his particular brand of product or 
service and the volume of production 
upon which he will base his prices, he 
must have some reasonably reliable data 
on the elasticity of demand for his prod- 
uct or service and the costs of producing 
such goods and services projected into 
the future. 


DETERMINING PRICE POLICY 

The very first point at which an ac- 
countant can be of assistance to a man- 
agement in determining price policy is 
in forming a reliable estimate of the de- 
mand for the enterprise’s product or 
service at or around given focal prices. 
Many firms have conducted crude ex- 
periments by holding their prices con- 
stant while competitive firms varied 
theirs or by varying their own prices at 
times when competitors were holding 
prices of their products comparatively 
fixed. In most of such experiments, the 
data accumulated were either improp- 
erly prepared or were so fragmentary 
as to preclude drawing valid deductions 
theretrom. 
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. he overslept at the office” 


In instances such as these, the well- 
trained accountant by combining his 
knowledge of the tools of economic an- 
alysis with his knowledge of revenue- 
cost relationships gained through ex- 
periences with scores of business enter- 
prises can be of inestimable aid to a 
specific enterprise management. 

The installation of methods for ac- 
curately accumulating revenue and cost 
data by classes of product, type of cus- 
tomer, territories, time segments, etc. 
will be within the competence of the 
well-trained accountant and will repre- 
sent an essential starting point for the 
forecast of probable demand and cost 
schedules of the future. 


FORECASTING THE FUTURE 

It is inevitable that forecasts of the 
future, whether they be of demand or of 
cost factors, must give due weight to 
the individual enterprise's past perform- 
ances of sales, costs, and the trends to 
be read from these performances. Any 
long-run planning which gave no con- 
sideration to the historical performances 
of a subject enterprise would be short 
sighted indeed. There is a well-regarded 
truism that future events have their 
genesis in the past. The record of the 
accounting seca in designing and 
sharpening methods of accumulating, 
analyzing, and interpreting data on ac- 
tual enterprise performance is well 
known and documented. 

Although precise knowledge in in- 
dustry of the elasticity of demand for 
given products is the exception rather 
than the rule, the potentialities for ex- 
panding the practical usefulness of this 
economic concept should commend it to 
managements and accountants alike for 
a fuller understanding and application. 
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USING SPECIALISTS 

Generally, the large and important 
business enterprises engage economic 
analysts and sales promotion specialists 
to design and evaluate schemata for 
measuring consumer response to various 
price changes. Medium-sized and small- 
scale enterprises are rarely in position to 
hire such specialists on a full-time basis. 
The accountant who has added to his 
store of knowledge a reasonable famili- 
arity with economic analysis should be 
in position to aid the smaller and 
medium-sized businesses in the practical 
application of this valuable tool for ef- 
fective management. 

This particular type of counselling, in 
the case of public accountants, could be 
performed as an adjunct to conventional 
examinations of historical revenue and 
cost data. As a matter of fact, appropri- 
ate appraisal of a management's actual 
performance requires as a guide some 
forecast or standard of performance 
which a management could be reason- 
ably expected to achieve. The examining 
accountant by aiding management in the 
establishment of such standards in ad- 
vance will have expedited his own ex- 
poste appraisal of management perform- 
ance. 


STANDARD COSTING 

The second point at which a well- 
trained accountant can fruitfully bring 
to focus his knowledge of economic an- 
alysis is in forecasting costs before ac- 
tual production processes have begun. 
It is well known that the price at which 
the largest portion of an individual 
firm’s goods or services, under competi- 
tion, are sold is not directly related to 
production costs. More directly, man- 
agement decisions as to the price at 
which goods or services will best move 
are of first importance and these deci- 
sions in turn related to forecasts of 
costs and volume of production to be 
undertaken in view of such price. 

Public accountants and internal cost 
accountants have performed an hercu- 
lean task over the past half century in 
devising and refining systems of stand- 
ard costing. There has been a plethora 
of literature on this subject so we need 
not review in this brief article the many 
advantages of standard costing. For our 
purposes, it will suffice to state that as 
an auxiliary tool for appropriate eco- 
nomic analysis, standard cost systems 
must be of such precision as to permit 
the determination of costs projected 
into the long-term future. Otherwise, 
they will be of little service to manage- 


(Continued on page 538) 


NOTE: Production costs, as the term is 
used in this article, include distribution 
and other non-imputed costs, e.g., ad- 
ministrative expense, of doing business. 





Billions of bullets made in many places...all with 


infinitesimal differences! But Quality Control keeps 


those differences within effective range so that, in 


the end, every bullet fits every gun! 
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Quality Control is a sampling technique that applies the science 
of statistics to maintain uniformity. The method saves valuable 
man hours, reduces human error, streamlines production but re- 
quires mountains of figures. With the fully automatic Monroe 
Adding-Calculator, you cut those figures to a minimum. 
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Monroes Cut Statistical Figuring in Half! , 
And very simply! On other calculators, Quality Control figures 
must be set twice. On a Monroe, only once! And here are other 
reasons why Monroes are made for the statistician: 
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Automatic squaring 

Item counter registers number of 
multiplications 

Exclusive Series 3 dials show indi- 


vidual and lated percentag 
and factors in multiplication 
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Exclusive transfer saves many steps 
raising numbers to any power 
Added capacity for securing a num- 
ber of results simultaneously 

No chance of error due to interrup- 
tions when handling long, compli- 
cated problems 


If you are now using... or plan to adopt... 

this scientific technique, you'll find our booklet 
“Quality Control, Some Monroe Short-Cut Statistical 
Methods” of immense value and help. It’s free! 
Write for it today to: Quality Control Division, 


Monroe Calculating Machine Company, Orange, N. J. 


MONROE 


CALCULATING, ADDING & ACCOUNTING MACHINES 


MONROE CALCULATING MACHINE COMPANY 
General Offices, Orange, N. J. Monroe 
Fully Automatic 


Adding-Calculator Statistical Model 








Cost of Private Placements 

Does it cost more or less to place new security offerings 
privately? 

That question has been raised often, but seldom answered 
with any degree of finality in discussions among controllers 
and financial officers of corporations. 

Now, the Securities and Exchange Commission, in a new 
report, recently released, finds that, within the “limitations” 
of comparison, the /nitial cost of placing new security offer- 
ings privately is less than the cost of public offerings. 

The most important cost in floating securities privately, 
the SEC report stated, is ‘finders fees’’ to investment bank- 
ers who were used in half the issues. These bankers, the 
report stated, received “‘close to $6 million” from this source 
in 1950, with average fees ranging from 20 cents for each 
$100 of proceeds for the largest issues to $1.70 for each 
$100 of proceeds for the smaller issues. 

In releasing its first detailed report on the cost of private 
flotations, the SEC emphasized that it was making no com- 
ment on the total cost of borrowing or raising money. Other 
items in the cost picture would include interest rates, selling 
prices of equity issues, etc. Next to fees to investment bank- 
ers, the SEC found, the biggest cost in private placement 
was legal expense. 





“Gurney lost his wallet. Luckily there 
wasn’t anything of value in it—just money” 
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The report covered 99% of the private placements in 
the years 1947, 1949 and 1950. This type of security, the 
commission said, amounted to over 40% of all corporate 
securities offered in the five years, 1947 to 1951, measured 
by value of the proceeds. : 


Good-Bye Budget 

A sort of good-bye gift, from President Truman to Con- 
gress, will be a Government budget the size of a big city 
phone book, important sections of which are likely to become 
waste paper within three days, according to the Associated 
Press. 

A 1950 law requires President Truman to give Congress 
a detailed estimate of Federal income and outgo within 15 
days after the opening of avegular session. 

The new 83rd Congress, most of whose membership was 
determined in the recent November elections, convenes next 
January 3. The budget message must be at the Capitol by 
January 17. At noon on January 20 a new president takes 
his oath and Mr. Truman becomes a private citizen. 

At the same moment, the odds are heavy that key sections 
of the Truman budget will start heading for the Congres- 
sional waste baskets, since it is unlikely that the new adminis- 
tration will agree entirely with its predecessor's fiscal plan 
for the Government accounting year, which starts next July 1. 


Sharpening the Focus . . . 

The average ‘‘liberal,” reports the Psychological Corpora- 
tion, reads 100 articles slanted to the left for every 42 he 
reads that lean to the right; the average ‘conservative’ reads 
100 articles slanted to the right for every 37 leftward. That 
obviously helps keep the converted converted. . . . With 
all the attention being centered on the mounting national 
debt, let's not overlook the fact, according to Tax Founda- 
tion, that since 1948 our 48 states have been spending more 
than they take in. In 1946, only one state spent more than it 
received; by 1950, the number had risen to 36 . . . and the 
Foundation notes that the deficit trend is expected to con- 
tinue. . . . Irving S. Olds, former chairman of U.S. Steel, 
in a recent address declared, “The wages of economic sin are 
debt and taxes.’’ Which adds pertinence to a report in United 
States News and World Report that “the national debt will 
soon touch the $275 billion legal ceiling” . . . and the re- 
port in Florida Truck News that the Federal Government 
spends in one second all the federal taxes paid by a man with 
a wife and two children, earning $12,000 a year. . . or 
that the average 29-year-old American must look forward to 
paying a minimum of $34,700 in taxes by the time he is 65, 
according to the New York Motor Truck News. . . . Does 
it help any to learn from the American Exporter that federal 
government agencies spend $50 million per year on auto- 
mobile tires for use on their own vehicles? . . . Or, that, 
according to Senator George of Georgia, the Government 
could run only 22 days if we confiscated all taxable income 
over $8,000, since the yield could only provide $4.2 billion? 
. . . And then, there’s one observer’s comment that “our 
generation was brought up on the wrong side of the tax.” 

—PAUL HAASE 





Annual Banquet was addressed by Dr. Samuel N. Stevens, president of Grinnell College, who spoke on “Tomorrow's Executive—Automaton or Free Man?” 


Controllers Institute Comes of Age 


nets ITS 21ST BIRTHDAY in its stride, Controllers Institute 
celebrated its coming of age as an organization by staging a 
forward-looking Annual Meeting in Detroit, October 5-8, with 
electronics and nuclear energy looming large on the agenda. The 
well-attended sessions were held in the Sheraton-Cadillac and 
Statler hotels, with the Detroit Control acting as hosts. 

John E. Hearst, comptroller of the S. S$. Kresge Company, 
Detroit, served as general chairman of the gathering, aided by 
George W. Schwarz, vice president and controller, Wyandotte 
Chemicals Corporation, Wyandotte, Michigan, who was vic« 
chairman. 

Six speakers—two of them at a general session on Wednes- 
day, October 8—and the rest at Industry Conferences the prev- 
ious afternoon, covered varying aspects of electronic accounting. 
Dr. Irven Travis, vice president in charge of research, Burroughs 
Adding Machine Company, Detroit, and Gordon Roberts, man- 
ager of the Future Demands Department of International Busi- 
ness Machines Corporation, New York, spoke on “Electronic 
Accounting from the Practical Viewpoint,” at a general session 
conducted by C. J. Kushell, Jr., director of finance, The Port of 
New York Authority. 


ELECTRONICS IN TODAY'S PICTURE 


In considering the feasibility of electronic adaptation to the 
day-to-day record-assembling and record-keeping work of the 
average organization, Dr. Travis said, “The only place in which 
electronic accounting can be expected to be effective now or in 
the immediate future is at the integrated core of a system. A 
large proportion of the cost of peripheral activity both now and 
in the foreseeable future, will remain—as in the preparation of 
invoices at the source, of garment tickets in a department store, 
of freight way bills, etc. These are out on the edge of the ac- 
counting situation, where not much can be done about them. 

‘For mechanization of much of the work in the central core, 
the question of how to do it in an acceptable way has been 
satisfactorily demonstrated, in many cases, in the laboratory. I 


The 21st Annual Meeting 
takes a look at the future 


refer to that part of accounting which has to do with carrying 
out Mass repetitive operations, suc h as posting customers’ ledger, 
payroll, invoices, etc. 

He stated that ‘The big problem involves applications en- 
gineering, and functional specifications of the ‘packages’ which 
might be mass produced and used in combinations to solve di- 
verse accounting problems. The big custom-built system which 
is tailored to the peculiar needs of a given user requires a tre- 
mendous amount of engineering m inpower—our nation’s short- 
est commodity. The best good for users and for the office equip- 
ment industry will be achieved when single purpose units are 
designed which, in appropriate combinations, will perform the 
majority of accounting functions wherever they are used.” 

His opinion was that “This problem is one of mass produc- 


tion, of freezing designs that are free of custom tailoring, so 


General Chairman John E. Hearst (left) presents a 
gavel to newly elected president—Edmund L. Grimes 
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Leonard A. Seder (Gillette Safety Razor Co.—Bos- 
ton), discusses “Quality Control—A New Tool for 
Cost Reduction” at session presided over by Dud- 
ley E. Browne (Lockheed Aircraft—Burbank, Calif.) 


that cost can be reduced and dependability increased, so that 
even the smaller companies can use them.” 


ELECTRONIC EDITING 

People will become more, rather than less, important in the 
accounting scheme of things to come, according to Mr. Roberts, 
although they may be fewer in number. “People will become 
more important in preparing raw material for the system,” he 
explained, ‘since it must be as nearly perfect as possible. They 
will be more important in planning, because all possible even- 
tualities must be worked out in advance, since machines can only 
follow instructions. If someone forgets something, or leaves 
something out, or if an unexpected situation develops, machines 
are useless 

“It is fairly obvious that if all the facts are not a matter of 
record, we cannot expect a machine to pick them out of thin 
air when suddenly confronted with some new or unusual situa- 
tion. What is less obvious is the fact that we will no longer be 
able to rely on the old-timer down the aisle to piece in missing 
information and perhaps make decisions based on experience.” 

Because of this, the speaker added, editing is an important 
process in electronic accounting. ‘There are machines,” he said, 
“which, utilizing an extra check digit, are able to detect auto- 
matically about 97% of all clerical and machine errors in re- 
cording reference data, such as part or operation number. There 
are also machines which can test data to see that they fall within 
prescribed limits of reasonability—machines that will discard 
records with impossible code numbers, or labor tickets if the 
average earnings on a job fall outside reasonable upper or lower 
limits for that particular operation. There are others which, 
for example, will compute the amount of a customer's bill for 
1 public utility and automatically flag items which differ too 
widely from previous experience for that type of customer. If 


The head table at the closing luncheon honored members of the Annual Meeting executive committee an: 


it is a heating account, the machine can base its decision to accept 
or select an item upon the number of degree days in that par- 


ticular month.” 


AUTOMATIC MULTI-USE INFORMATION 

The entire Metals Manufacturing Industry Conference was 
devoted to electronic accounting. Verne C. Kennedy, Jr., vice 
president, Streeter-Amet Company, Chicago, opened the dis- 
cussion with a paper on “Electronic Instrumentation in Modern 
Industry,” in which he emphasized the need for a joint approach 
between operators and accountants. 

“The field of instrumentation today is faced with the primary 
problem of user acceptance,” he declared. “Too often, operators 
and accountants tend to stay completely separated, each going 
down his individual route. Both lose the benefits which could 
easily be derived if the problems were mutually worked out. In 
any given application it would be desirable for the accountants 
and the operators to each decide what information would be 
most useful to them and in what form it should be presented. 
In certain cases, a single system may be adequate. In other 
cases, at a very slight additional cost, a dual or parallel system 
could be used that would give information in a much more usable 
form to both parties. 

“In most cases, neither the operators nor the accountants need 
worry about the details or the actual functioning of the available 
devices. What they must realize is that information of practically 
any quantity or quality can be produced automatically; that it 
can be presented in a wide variety of forms, and that it can be 
fed into some type of automatic computer that will make the 
information more useful and desirable to the various depart- 
ments of industry.” 


MAKING THE TRANSITION TO 
AN “AUTOMATIC OFFICE” 

Harold F. van Gorder, director of the Methods Planning Di- 
vision, United States Steel Company, Pittsburgh, stressed the 
need of establishing a “common denominator’ as the first step 
in making the transition to the “automatic office.” As he put 
it, “I am not proposing the large-scale computors as a goal. 
I am suggesting that we begin using their components on a 
piecemeal basis. These components can be used immediately if 
we weave the thread of a common denominator into our think- 
ing. We should design our methods and procedures to utilize 
the common denominator. With its use we can collect base data 
automatically as a by-product of the manufacturing process. 

“In the very near future, punched tapes may be fed directly 
into conventional office machines, such as calculators, bookkeep- 
ing, adding and billing machines. These machines will then per- 
form programmed operations with or without a machine opera- 
tor. The common denominator can directly activate the highly 
mechanized punched card systems, and also the high-speed, 








large-scale electronic computors. It can automatically recreate 
and duplicate itself for rapid communication over telephone 
or telegraph lines. 

“With this common denominator we can centralize or de- 
centralize selected functions almost at will. We can utilize con- 
ventional office machines on a more comprehensive basis. The 
transition to the ‘automatic office’ can be made gradually and 
confidently through evolution instead of revolution.” 


HARNESSING PRODUCTION AND ACCOUNTING 

Speaking at the same Industry Conference, W. A. Black, 
chief electrical and development engineer, Tube Division, Re- 
public Steel Corporation, Cleveland, told how measuring devices 
used increasingly in the steel industry—strain gauges, electric 
scales, hydrostatic tube testers, etc.—open up opportunities for 
mechanization of certain accounting practices. ‘Measuring de- 
vices which deliver their information in the form of electrical 
variables,” he pointed out, ‘can often be adapted to accumulate 
accounting statistics automatically. When this is done, the need 
for laborious copying and office computing is eliminated or re- 
duced. At present, these devices are used primarily for produc- 
tion convenience or economy, but their use as stepping stones 
to more convenient and economical accounting practice seems to 
be a logical next step.” 


REDUCING CLERICAL COSTS ELECTRONICALLY 

Reliance on electrons to reduce the ever increasing cost of 
clerical operations was stressed by Ralph Eidem, director of 
electronic research, Ernst & Ernst, Chicago. Addressing the Mer- 
chandising Industry Conference, he said, ‘For the first time there 
is available equipment which has the capacity, the speed and 
the flexibility to cope with the volume and complexities of to- 
day's record-keeping requirements. Under a completely elec- 
tronic system it will be necessary to manually handle and enter 
data only once. Almost without exception, this posting will be a 
by-product of recording the transaction at the point of origin. 
All subsequent distributions, including sorting, posting, accumu- 
lating and controlling, will be performed automatically. 

“In other words, in a single manual operation, source data 
will be classified, distributed, summarized, combined or com- 
pared with related data for an end result, printed and/or stored 
for subsequent printing in any form or frequency desired, re- 
gardless of the number or types of distribution required. This 
obviates the perpetual sorting and resorting, posting and repost- 
ing, balancing and rebalancing of the same media, which is today 
required for multiple distribution, regardless of the type of 
equipment used.” 

Mr. Eidem reported that one Detroit department store has 
ordered a machine which will be used for unit control in the 
furniture division, and which will compute and remember for 
each stockkeeping unit: (1) the code number of the item; (2) 


The Renegotiation Panel featured (I. to r.) L. E. 
Lawrence (Ford—Detroit), F. L. Roberts (National 
Renegotiation Board), G. W. Troost (Chrysler— 
Detroit), M. E. Price, Thompson Products (Cleveland) 


‘on order” amount; (3) purchases to date; (4) sales to date; 
(5) warehouse inventory; (6) floor sample inventory ; and 


(7) stock in display or finishing room. 


THE NATIONAL ECONOMY 

The convention opened Monday, October 6, with a luncheon 
in the Hotel Statler, at which President-elect Edmund L. Grimes, 
executive vice president, Commercial Credit Company, Balti- 
more, delivered his speech of acceptance. 

At the same luncheon session, Alan H. Temple, vice presi 
dent and economist, National City Bank of New York, warned 
that ‘‘a time is coming when questions of cost and price rela- 
tionships in the economy as a whole again will be of controlling 
importance. In recent years, when business has been dominated 
by war, by catching up after war, and finally by new defense 
expenditures, with inflationary pressures running almost through- 
out, these relationships have not seemed so vital as once they 
did. From the have 
pushed into the background questions of their terms of trade 


over-all viewpoint, abnormal demands 
and wage and price equilibrium. When the climate of business 
changes, as it must, they will reassert themselves.” 

Fifteen Industry Conferences, including those mentioned, 
were held on Monday afternoon. Gordon B. Rockafellow, treas- 
urer, Purity Bakeries Corp., Chicago, was chairman of the com- 
mittee which set up these groups, and Joseph B. Lanterman, con- 
troller, American Steel Foundries, that city, was vice chairman, 

The Tuesday morning session was divided into two parts—an 
off-the-record panel discussion on “‘Renegotiation,’’ and a visual 
presentation on economic education for employes. The panel 
was headed by George W. Troost, vice president and comptrol- 
ler, Chrysler Corporation, Detroit, and included the following 
participants: Frank L. Roberts of the National Renegotiation 
Board, Washington, D.C.; M. E. Price, controller, Thompson 


is addressed by James W. Parker, Detroit Edison Company on “Industrial Applications of Nuclear Energy” 








Products, Inc., Cleveland, and Luther E. Lawrence, manager, 
Defense Contract Financial Administration Department, Ford 
Motor Company, Detroit. The visual program was presented by 
George O. Tamblyn, Jr., national field director, The American 


Economic Foundation, New York. 


QUALITY CONTROL IN 
PRESENT-DAY PRODUCTION 

In the afternoon, Leonard A. Seder, chief quality control en- 
gineer, Gillette Safety Razor Company, Boston, spoke on “‘Qual- 
ity Control—a New Tool for Cost Reduction,” at a general ses- 
sion over which Dudley E. Browne, comptroller, Lockheed Air- 
craft Corporation, Burbank, Calif., presided. The speaker de- 
fined quality control as “a coordinating agent in the drive to 
prevent the manufacture of a defective product. As such, it is 
methodology by which substantial cost reductions may be real- 
ized. In any miature industry, this type of cost reduction is one 
of the few remaining ways in which any one company may get 
the competitive advantage over its rivals. 

“When he observed, 


operator is careless, or is on a poorly conceived incentive system, 


defectives are made,” “because the 
or because the foreman insists on running the machine too fast, 
prevention of defects is a human relations problem and must 
be obtained through the careful use of the many ways of in- 
fluencing human behavior. But when the know-how for prevent- 
ing defectives is not available, then no amount of exhortation 
or incentive can bring about the desired quality improvement. 
Ultimate failure of the product to meet specifications may arise 
from many sources and, until new facts are collected and ana- 
lyzed, it is impossible to know how to prevent defectives. Months 
of experimenting and fact-gathering may be required before 


a control system can be achieved 


VISUAL CONTROL INFORMATION 
FOR MANAGEMENT 

Donald M. Magor, vice president and controller, York Cor- 
poration, York, Pa., followed with an address on ‘Guide Posts to 
Planned Profit Control.” Introduced by John H. MacDonald 
of the management consulting firm of Rogers, Slade & Hill, 
New York, Mr. Magor told how his company used visual tech- 
niques to disseminate managerial control information and guid- 
ance among its 220 independent distributor organizations, using 


break-even points and budgets. 


ALL PHOTOS BY 





Members register, greet friends, and study the 
Business Show exhibits in the Crystal Ballroom 


AL SALTER—DETROIT 





“The meetings with the distributor organizations,” he re- 
ported, “were conducted jointly by the Controllers and Sales 
Divisions of the home office. In the course of the construction 
of the sample budget, account by account, the Sales representa- 
tives were called upon to explain in detail how certain allowances 
were computed, thus introducing the sales message along with 
the principal subject of financial guidance.” 


FREE MEN OR ROBOTS? 

The annual banquet took place on Tuesday evening. Retiring 
President Charles Z. Meyer, vice president and comptroller, First 
National Bank of Chicago, served as toastmaster, and Dr. Samuel 
N. Stevens, president of Grinnell College, Grinnell, Iowa, was 
the guest speaker. The latter warned against the robotizing of 
managerial control processes in the interest of prediction and 
control, saying “"W: are developing thousands of managerial 
technologists who are being progressively held in tyranny by 
the very machines which are supposed to set them free. Tomor- 
row's executive will be more robot than free man to the extent 
that he is trapped by the demands for over-specialization as a stu- 
dent and by the requirements of intensive specialization as a 
representative of management. 

“Executives become leaders when they can comprehend fully 
the economic and industrial environment in which they move 
and for which they are responsible. It behooves modern manage- 
ment, therefore, to set up a plan for executive development 
which will recognize the necessities of the situation, and will 


place first things first.”’ 


ATOMIC POWER FOR CIVILIAN USE 

The convention closed with a luncheon on Wednesday, at 
which Mr. Hearst presided. The speaker was James W. Parker, 
consultant and former president of the Detroit Edison Company, 
who discussed “Industrial Applications of Nuclear Energy.’ He 
reported that equipment cost made such application economically 
impracticable, and that a decade probably would elapse before 
a pilot plant could be built for producing electricity through 
nuclear fission. 

“It is too early to predict closely the outcome of the present 
effort of American industry to take an active part in the de- 
velopment of atomic power for civilian use,’ Mr. Parker con- 
cluded. “That it is in the public interest that the effort be made, 


seems, however, certain.” 





Gordon B. Rockafellow (Purity Bakeries—Chicago) 
briefs group of Industry Conference Chairmen 





THE CONTROLLER, NOVEMBER 1952 


21ST ANNUAL MEETING SUPPLEMENT 














Newly Elected Officers and Directors 
of Controllers Institute —1952-1953 


At the 21st Annual National Meeting of Controllers Institute 
in Detroit, October 5-8, the following elections took place 


Underwood & Underwood 


L. W. JAEGER 
Treasurer 


Leon Freres 


HAROLD A. KETCHUM 
Vice President—Region 4 


DEE DAVIS 
Vice President—Region 9 


JAMES J. DORAN 
Director—Region 5 


S. W. McLAUGHLIN 
Asst. Treusurer 


LAURENCE D. LUEY 
Vice President—Region 5 


Engstead 


DUDLEY E. BROWNE 
Vice President—Region 10 


J. E. HEIDGEN 
Director—Region 6 


ROBERT N. WALLIS 
Vice President—Region 1 


JAMES B. FENNER 
VP & Director—Region 6 


ERNEST J. MEUTEN 
Director—Region 1 


Carlson 


R. W. SANDBURG 
Director—Region 7 


Irrina Kaufman 


ARTHUR L. BOSCHEN 
Vice President—Region 2 


JOHN R. SANDERLIN 
Vice President—Region 7 


CHARLES H. YARDLEY 
Director—Region 3 


RICHARD H. DOE 
Director—Region 8 


HUMPHREY LLOYD 
Vice President—Region 3 


LESTER M. LA PORTE 
Vice President—Region 8 


C. R. FAY 
Director—Region 4 


WILSON K. MINOR 
Director—Region 10 
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ger eoea L. GRIMES, executive vice presi- 
dent and controller, as well as a direc- 
tor of Commercial Credit Company, Balti- 
more, Maryland, was unanimously elected 
president of Controllers Institute, for the 
1952-1953 term, on October 6 during the 
21st Annual National Meeting of the In- 
stitute, held at the Hotel Statler in Detroit. 
The Institute's new leader had been elected 
a national director at the annual meeting 
of members earlier that day. 

Mr. Grimes, who rendered distin- 
guished service to the Institute as chair- 
man of the National Committee on State 
and Local Taxation, in 1949-1950, and as 
vice chairman of the Federal Tax Commit- 
tee, 1950-1952, joined the Institute in 
1945 and holds membership certificate 


OFFICERS AND DIRECTORS OF CONTROLLERS INSTITUTE 


1952-1953 


President 


Edmund L. Grimes, Commercia! Credit Co., Baltimore, Md 

Vincent C. Ross, Prentice-Hall, Inc., 
Chairman, Board of Directors 

Cha Z. Meyer, The First N i] Bank of Chicago, Chicago, Il 

Joseph T. 
Treasurer Ernest J. Meuten, 
eneure West Hartford, Conn. 
Louis W. Jaeger, Avon Products. Inc., New York, N. ¥ Robert N 


ixsistant Treasurer 


Stuart W. McLaughlin, West Virginia Pulp & Paper Co., 


Managing Director 
New ¥ 


rty-second Street, 


Walter Mitchell, Jr., One East F 


Assistant Managing Director 


Paul Haase, One East Forty-second Street, New York, N. Y. 
Committees Secretary 
Arthur H. Wiedeman, One East Forty-second Stree 
Office Manager 
A. V. Haybyrne, One East Forty-second Street, New Ye 


New York, N.Y. 


ork, N. Y. 


ork, N.Y. 


Edmund L. Grimes 





ls Elected President 
of Controllers Institute 


#3461. He addressed the Southern Con- 
ference of the Institute in New Orleans in 
March 1951 on “Recent Tax Develop- 
ments. 

Mr. Grimes joined Commercial Credit 
Company in 1944 as controller, was named 
vice president in 1948, executive vice 
president in January 1951, and appointed 
a director in July. Prior to joining Com- 
mercial Credit he served as a partner in 
the public accounting firm of Hall, Penny, 
Jackson & Co., Chicago; was affiliated for 
a time with the investment banking firm 
of S. W. Strauss, also in Chicago; and 
from 1935-1944 he was general attorney 
for Carnation Company, Milwaukee, Wis- 
consin. 

A native of Pittsburgh, Mr. Grimes at- 
tended the Northwestern University 
School of Commerce at Evanston, IIlinois, 
and the Chicago Kent College of Law. He 
holds a CPA certificate in both Wisconsin 


and Illinois. He is a director of the Balti- 
more National Bank and active in the 
American Bar Association, the American 
Institute of Accountants, and the Mary- 
land Society of Certified Public Account- 
ants. 

In his acceptance speech, Mr. Grimes 
stated that “if ever there were men who 
should come to the aid of their country, 
it is the group of controllers—men who 
are used to responsibility; men who in ef- 
fect are working for creditors and stock- 
holders that represent money; men who 
should know how government accounting 
should operate. Our right—yes, our duty 
to ourselves and our children—is to see 
that those in government who are charged 
with the responsibility of money, its re- 
ceipt and expenditure, carry the same trust 
for every citizen of the United States as we 
controllers carry for our employers.” 





BOARD OF DIRECTORS 


(Regional vice presidents shown in italics) 


DIRECTORS AT LARGE 


Wm. Herbert Carr, California Packing Corporation, San Francisco, Calif 


Arthur L. Boschen, 

Theodore F. 

J. MeO. im Hughes, 
N 


Cc. J Kiushelt, 
Wayne C 


Humphrey Lloyd, Washington Properties, Inc., 
Penn Mutual Life Insurance Co., 


Charles H. Yardley, 
Edmund L. 


t, New York, N. Y 


C. R. Fay, 
Haro'd A. 
Stanley E. 


Foerth, The Bassick Company, 
Pratt & Whitney-ChandlerEvans Div., 


Wallis, Dennison Manufacturing Co., Framingham, 


Vick Chemical Co., 
Gloisten, The American Home Magazine Corp., 

The Mutual Life Insurance Company of New York, New York, 
, The Port 


of New York sl th 
Mz hod “General Foods Corp., N 


Grimes, Commercial Credit Co. 


Pittsburgh Plate Glass Co., 
Ketchum, Fasco Industries, Inc., 
Le Brocq, Hamilton, Ontario 


New York, N. 

REGION I 

Bridgeport, Conn. 

Niles-Bement-Pond Co., 


Mass. 


REGION II 
New York, N. Y. 
New York, N. Y 


New York, N. Y. 
New York, N. Y. 


REGION III 

Washington, D. C. 
Philadelphia, Pa. 
Baltimore, Md. 


REGION IV 
Pittsburgh, Pa. 
Rochester, N. Y. 
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Charles Z. Meyer 
Named 
Board Chairman 


 hageannes Z. MEYER, vice president and 
comptroller, the First National Bank 
of Chicago, and president of Controllers 
Institute for the past year, was elected 
chairman of the national Board of Di- 
rectors of the Institute for the 1952-1953 
term at the 21st Annual National Meet- 
ing on October 6 in Detroit. 

Mr. Meyer, a national director since 
1950 and a member of the Management 
Planning and Control Committee for the 
past two years, became a member of Con- 
trollers Institute in 1938, holding certifi- 
cate #1282. He served as general chairman 
of the 19th Annual Meeting held in Chi- 
cago in September 1950. During 1949- 
1950 he was president of the Chicago 
Control. 

In World War I, Mr. Meyer enlisted 
in the Infantry and served with the A.E.F., 
1917-1918. In World War II, as Lieu- 
tenant Colonel, U.S. Army in the Office of 


REGION V 


James J. Doran, Davison Paxon Co., Atlanta, Ga. 


Chief of Ordnance, he was decorated with 
the Legion of Merit. 

Entering the First National Bank or- 
ganization in 1912, Mr. Meyer was elected 
assistant cashier in 1930; auditor in 1932; 
comptroller in 1938; and vice president 
in 1952. 

He has been active on various commit- 
tees of the American Bankers Association 
and the Illinois Bankers Association, and 
is currently a member of the ABA Federal 
Tax Committee. He served as president of 
the Chicago Chapter of the National As- 
sociation of Bank Auditors and Comptrol- 
lers, 1936-1937, and as president of the 
national organization in 1940-1941. 

In civic affairs, Mr. Meyer serves as a 
trustee of the Glenwood School for Boys; 
is a member of the Bankers Club; Chicago 
Club; Mid-Day Club; Bohemian Club, San 
Francisco; Heroes of ‘76; Military Order 
of the World Wars; Reserve Officers As- 


Moffett 


sociation ; and the American Ordnance As- 
sociation. 

Mr. Meyer, in his speech as retiring 
president of the Institute, touched on the 
continued progress made in serving the 
rapidly growing membership in the matter 
of meetings and conferences, committee 
work, local Control cooperation, and Na- 
tional Office operations, over the first 20 
years of the organization. Looking to the 
future, he felt there was a need for the 
membership, through its committee work, 
to continue to contribute to economic un- 
derstanding of various segments of the 
public as well as to the development of 
practical business executives through a 
comprehensive educational program. 


V. C. ROSS BECOMES INSTITUTE DIRECTOR AT LARGE 


Laurence D. Luey, Southern Natural Gas Co., Birmingham, Ala. 


REGION VI 


James B. Fenner, Electric Auto-Lite Co., Toledo, Ohio 
Alvin Kropf, R. L. Polk & Co., Detroit, Mich. 


Ralph H. Smith, The Cleveland Electric Illuminating Co., Cleveland, Ohio 
J. E. Heidgen, American Seating Company, Grand Rapids, Mich 


REGION VII 


R. W. Sandburg, The Andrew Jergens Co., Cincinnati, Ohio 
John R. Sanderlin, Brown-Forman Distillers Corp., Louisville, Ky 


(Additional director to be elected by Board) 


REGION VIII 


Richard H. Doe, United Properties, Incorporated, St. Paul, Minn 
Lester M. La Porte, Wisconsin Electric Power Co., Milwaukee, Wis. 


George B. Whitfield, The Quaker Oats Co., Chicago, Il. 


REGION Ix 
Dee Davis, The California Co., New Orleans, La. 


A. D. Harder, Southwestern Life Insurance Co., Dallas, Texas 
J. R. Mulvey, Humble Oil & Refining Co., Houston, Texas 


REGION X 


Dudley E. Browne, Lockheed Aircraft Corp., Burbank, Calif 
R. E. Brennan, States Steamship Co., Vancouver, Wash. } 
Wilson K. Minor, Standard Oil Co. of California, San Francisco 


VINCENT C. ROSS, vice president, 
treasurer, and a member of the Board 
of Directors of Prentice-Hall, Inc., New 
York, was made a director at large 
at the 21st Annual National Meeting 
on October 6 in Detroit, following his 
term as chairman of the national Board 
of Directors, 1951-1952. Mr. Ross 
served as national president of Con- 
trollers Institute, 1950-1951, and as 
chairman of the Executive Committee, 
1949-1950. He joined the Institute in 


1936, holding membership certificate #646. He has been active 
in the work of the organization from the beginning, having served 


as a member of the Admissions Committee of the New York 


City Control, member of the Control’s Board of Directors, 1939- 
1941, Control vice president, 1942-1943, Control president, 


1943-1944, and from 1944-1949 was a member of the Control's 
Advisory Council. He was elected a national director in 1948. 
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Newly Elected Officers and Trustees 
CONTROLLERSHIP FOUNDATION 


o-!-F 4 ¢ 82s OF CONTROLLERS HIEIP FO UND ATA OD ° 19.8 2-1253 
Rappoport 









ai 


WAYNE C. MARKS THOMAS J. TOBIN WALTER B. GEROULD J. HOWARD WHITE F. E. WENTWORTH 
General Foods Corp. Erie Railroad Co. A. G. Spalding & Shell Oil Company Ward Baking Co. 
Vice President Vice President Bros. Inc. Controller Treasurer 
President 
Moffett 


WALTER B. GEROULD RE-ELECTED FOUNDATION PRESIDENT 


Walter B. Gerould, vice president, controller and director of A. G. 
Spalding & Bros. Inc., Chicopee, Massachusetts, was elected president 
of Controllership Foundation for a second term, 1952-1953, at a meet- 
ing of the Foundation Trustees, held in Detroit at the time of the 21st 
Annual National Meeting. Mr. Gerould (#1891-1941) served as a na- 
tional director of Controllers Institute, 1947-1951, and a national vice 
president, 1948-1950. He was a trustee of Controllership Foundation, 

EDMUND L. GRIMES 1949-1950, and president of the Springfield Control from 1942-1944. C. Z. MEYER 

(Institute President) (Institute Board Chairman) 

Trustee ex officio Trustee ex officio 
NEWLY ELECTED TRUSTEES OF CONTROLLERSHIP FOUNDATION 
Perler Bachrach Les Cooper 





Brookner 





W. S. BOWSER RUSSELL E. EARLEY JAMES H. ETESON ALLEN LESTER FOWLER C. A. HARRELSON 
Blaw-Knox Company St. Paul & Tacoma State Mutual Life Day & Zimmermann, Inc. Plough, Inc. 
Lumber Co. Assurance Co. 


Rice Leon Freres 








J. MceCALL HUGHES NORMAN E. KENRICK HAROLD A. KETCHUM FRANK KLEIN ALVIN KROPF 
The Mutual Life Insurance Dominion Textile Co., Ltd. Fasco Industries, Inc. Worthington Corp. R. L. Polk & Co. 
Company of N. Y. 
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| OFFICERS & TRUSTEES 


CONTROLLERSHIP FOUNDATION 


OFFICERS 


President 
Walter B. Gerould, A. G. Spalding & Bros. Inc. 
Chicopee, Mass. 
Vice Presidents 


Wayne C. Marks, General Foods Corp. 
ij New York, N. Y. 


Thomas J. Tobin, Erie Railroad Company 
Cleveland, Ohio 
Controller 
J. Howard White, Shell Oil Company 
New York, N. 
Treasurer 
F. E. Wentworth, Ward Baking Co. 
New York, N. 
Secretary & Administrative 
Director 


Walter Mitchell, Jr., One East 42nd Street 
New York, N. Y. 


TRUSTEES 
Wayland S. Bowser, Blaw-Knox Company 
, Pittsburgh, Pa 


Thomas W. Bryant, The Cuneo Press, Inc. 
Chicago, Ill 


S. Chaplin Davis, The Baltimore Salesbook Co 
Baltimore, Md 


J. A. Donaldson, Bigelow-Sanford Carpet Co 
New York, N. Y 


Russell Earley, St. Paul & Tacoma Lumber Co 
Tacoma, Wash 


James H. Eteson, State Mutual Life Assurance C« 
Worcester, Mass 


Allen Lester Fowler, Day & Zimmermann, Inc. 
Philadelphia, Pa. 


Walter B. Gerould, A. G. Spalding & Bros. Inc. 
Chicopee, Mass 


Edmund L. Grimes, Commercial Credit Co 
Baltimore, Md 


Charles A. Harrelson, Plough, Inc. 
Memphis, Tenn 


J. McCall Hughes, The Mutual Life Insurance 
Company of New York 
New York, N. Y 


Owen T. Jones, American Trust Co. 
San Fransisco, Calif 


Norman E. Kenrick, Dominion Textile Co., Ltd. 
Montreal, Quebec, Canada 


Harold A. Ketchum, Fasco Industries, Inc. 
Rochester, N. Y 


Frank Klein, Worthington Corp 
Harrison, N. J 


Alvin Kropf, R. L. Polk & Co. 
Detroit, Mich 


John H. MacDonald, Rogers, Slade & Hill 
New York, N. Y. 


Wayne C. Marks, General Foods Corp. 
New York, N. Y 


Charles Z. Meyer, First National Bank of Chicago 


nicago, Illinois 


J. R. Mulvey, Humble Oil & Refining Co. 
Heuston, Texas 


John C. Naylor, Pet Milk Company 
St. Louis, Mo. 


Keith V. Powlison, Armstrong Cork Company 
vancaster, Pa 


K. Y. Siddall, The Procter & Gamble Company 
Cincinnati, Ohio 


Arthur Surkamp, United States Rubber Company 
New York, N. Y¥ 


Thomas J. Tobin, Erie Railroad Company 
Cleveland, Ohio 


A. L. Williams, International Business Machine Corp. 
New York, N. Y 
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The micrometer is a precise 
measuring instrument which has 
served so usefully in the advancing 
technology of producing more 

and better products faster and 
cheaper with machinery. Increased 
productivity of industry supports 

the high wage standards of the United 
States—the highest of any country 

in the world. 

To American business and industrial 
management responsible for the 
organization and financing of our pro- 
duction lines, modern banking renders 
services that are precise like the micrometer 
in applying standards of measurement. 
Guaranty Trust Company, with many 
years’ experience in all phases of commercial 
banking, offers its complete range of 
services to concerns requiring specialized 
financial assistance. 

Please feel welcome to consult us as to how 
Guaranty’s world-wide facilities can be used 
to your advantage. 


Guaranty Trust Company 


of New York 
Capital Funds $380,000,000 


140 Broadway, New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St, 
N jew York 20 


New York 36 ew York 21 New 


London Paris Brussels 


Member Federal Deposit Insurance Corporation 

















Corporate Donations to Charity 


Excerpts from the paper by Gerard ]. Eger, Secretary, Inter- 
national Harvester Company, Chicago, Illinois, presented 
before the Sixth Annual Meeting of the American Society 
of Corporate Secretaries at Colorado Springs, Colorado. 


M*** GROUPS seeking corporate funds 
are very worthy, but worthiness alone 
cannot justify a contribution by a corpora- 
tion. There are too many worthy institu- 
tions for us to try to support all of them, 
and many of them should be supported by 
individuals. Corporations can justify fi- 
nancial support only through direct or in- 
direct benefits to stockholders, employes, 
or customers. 

In deciding whether a contribution 
should be made, the following standards 
can well be taken into consideration: 


1. Will the contribution benefit the com- 
pany, directly or indirectly ? 

2. Does the company’s present business 
position justify the contribution ? 

3. Will the request likely lead to similar 
requests in the future? 

4. Is the purpose of the soliciting or- 
ganization a good one, and does the 
organization have widespread ac- 
ceptance and support ? Are other com- 
panies in the community, similar to 
yours, supporting the soliciting or- 
ganization and, if so, in what 
amounts ? 

5. Is the soliciting organization efficiently 
and honestly managed ? Who are the 
people heading the organization ask- 
ing your support? Are they first-rate 
people ? 

. Does it aid all kinds of people, or is 
it restricted in its operations ? 

7. Is the request consistent with the com- 
pany’s place in the community ? 

8. What will be the public reaction if 
you give, or do not give? 

9. Are some of your large customers in- 
terested in the solicitation ? 

10. Will the contribution advance the 

community and public relations of the 
company ? 


If it is decided that a contribution 
should be made, the following factors can 
well be taken into account, among others, 
in deciding the amounts to be given: 


oN 
nN 


1. What is the best measurable extent of 
the company’s benefit? Is it great or 
small ? 

2. What is the total amount being asked 
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Courtesy Russell Sage Foundation from “Corporation Giving’ by F. Emerson Andrews 


for in the campaign and what seems to 
be a reasonable share for the company 
to assume ? 

. What amounts are other companies in 
the community giving ? What are other 
firms most similar to your operation 
giving ? 

4. What is the size of the community 

from which the request came ? 

5. What is the extent of the company’s 
operation in the community ? 

. What is the relationship of the size of 
the company's local operation to the 
total life of the community? In other 
words, is the company a big or a little 
factor in the community ? 

7. How many employes do you have in 
the community and is there any rela- 
tionship between the number of em- 
ployes and the amount you should 
give? 


ad 


Bes 


nN 


With respect to budgets, the end of 
World War II marked the beginning of 
a period of review and retrenchment in 
corporate donations. Many wartime agen- 
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cies were eliminated, and the budgets of 
other organizations were reduced as the 
pressure of war relief activities eased, yet 
the over-all number of demands on cor- 
porations has continued to rise as more 
and more organizations are turning to this 
source for aid. 

Spurred by an avalanche of charitable, 
emotional and educational appeals, some 
companies have set down their donation 
policies in writing. Definite advantages 
are attributed to these written policies be- 
cause: (1) they save time in making de- 
cisions; (2) they facilitate the coordina- 
tion of plant and home office giving; and 
(3) they simplify administration. 

Also, now that it is a general practice 
for many soliciting organizations to pro- 
vide industry with donations formulas, 
written policies are protective by showing 
that the company has thought the problem 
through also, and is in a position to apply 
its own yardstick to each case. 

A written policy generally proves to be 
a timesaver because everyone concerned 
with corporate giving is informed of the 
company’s attitude and practice in this 
field. Those responsible are able to take 





immediate action on the large majority of 
requests; a clearly defined policy also 
makes it possible to give the solicitor a 
quick hearing and decision, important fac- 
tors in maintaining company good will. 
Since formulation of the set policy, several 
firms report that they are able to handle 
a greater number of gifts at less cost. 

It is common practice to quote gener- 
ously from the company policy in turning 
down a request. A reply of this nature is 
far more effective than a blunt “no.” In 
addition, much of the correspondence is 
reduced to the nature of a form letter, al- 
though it does not look like one. 

A written policy has been found espe- 
cially helpful to companies with several 
plants, particularly when giving to a na- 
tional organization. Duplicate contribu- 
tions to the same organizations are avoided 
and a consistent pattern of giving for 
each plant is assured. 

The administrative problems of giving 
are also reduced by a written policy. A 
uniform system of compiling information 
about each soliciting organization makes 
it possible to build up a useful and time- 
saving file. When requests arrive which 
have been previously turned down, it is a 
relatively simple matter to handle them. 
The file also makes it possible to weed 
out organizations whose objectives and 
operations unnecessarily overlap, and to 
limit the chances that contributions will 
be made to organizations working at cross 
purposes. This ever-growing body of fac- 
tual information also makes it possible for 
a corporation to keep its policy attuned to 
the times. 

A company’s donation policy is or- 
dinarily a statement of the broad general 
principles which it feels should underlie 
its contributions to charitable, health and 
educational institutions. As often as not, 
a section will be included on the ad- 
ministration of these principles. 

Most policy statements contain four 
principal sections: The general statement, 
types or organizations to be helped, or- 
ganizations to which no assistance is to 
be rendered, and last, the administration 
of the policy. 

In the general statement there is or- 
dinarily an acknowledgment that the 
funds to be disbursed represent the stock- 
holders’ money. Some mention is usually 
made of the company’s responsibility to 
the community and the need for giving. 
The point is often stressed that giving 
bears upon the company’s public and cus- 
tomer relations, and that ill will out of all 
proportion to the gift may result from 
overlooking a request from a legitimate 
organization. 

If a company is willing to contribute 
equipment or assistance other than finan- 
cial, this fact is usually stated at the out- 
set. And, if the company follows the prac- 
tice of encouraging its executives to par- 
ticipate in local fund-raising drives, a 
statement to this effect is also made. 
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foreign lands 


AFIA protection, through its member companies 
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THE IMPACT OF BUDGETS ON PEOPLE 
A Controllership Foundation Study* 


Reviewed by E. W. BUGE 
Controller 

Bernardin Bottle Cap Co., Inc. 
Evansville, Indiana 


This extremely interesting study by 
Controllership Foundation should be care- 
fully reviewed by financial executives, con- 
trollers, and budget managers who utilize 
budget techniques to plan and control 
corporate operations. It a concrete 
evidence of the reasons for the failure of 
budgets to accomplish their purpose. Criti- 
cal differences exist between production 
personnel and the budget technicians, or 
“pencil pushers.” The need for simplicity 
and the education of factory personnel is 
apparent in the reactions expressed in this 
report. The answer to attainment of suc- 
cessful controls is skillfully hidden in the 
words ‘human relations.” 

Management planning and budgets are 
primarily an instrument for pointing out 
weaknesses, improving performance, and 
controlling costs. Management is now at 
the crossroads and must decide whether 
to confine its planning to its own group 
and its staff of experts, or to extend the 
controls throughout production operations. 
If it wishes to gain acceptance at the lower 
levels, it must approach the problem with 
all the tact and finesse required to attain 
and maintain the good will of its largest 
customers. 

The human relations factor is tre- 
mendous. No one likes to be constantly 
reminded of his weak spots and errors! If 
we are to extend these controls to the op- 
erators, materials handlers, and shipping 
clerks, it must be done gradually, simply, 
and with a complete course of instruction 
for everyone concerned. Praise for good 
performance, as well as constructive criti- 
cism for poor results must be contained 
in the interpretive reports. Every budget 


* Published by Controllership Foundation, 
Inc., One East 42nd Street, New York 17, 
N. Y. 1952. $3.00 (To members of Controllers 
Institute—$1.50). 
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that was ever installed has been actively 
or passively resisted by production per- 
sonnel from the manufacturing vice presi- 
dent to the bottom of the line. Naturally 
the raw comments of the lower echelons 
are more pointed than the polished re- 
sistance of the top executives. 

The foremen or supervisors have only 
one thought in mind—get out this week's 
production at any cost. What bespectacled 
technician, sitting in his cubicle, studying 
reams of figures can possibly understand 
the daily problems that harass supervision 
in the task of keeping the wheels rolling? 
Additional pressure from top manage- 
ment for more efficiency and lower costs 
does not add to their joyful dispositions. 
The thoughts and reactions of the various 
groups contained in this study show a 
wide variation of objectives and opinions 
which must ultimately be reconciled. 
Criticisms of budgets by operating per- 
sonnel range from correctible factors to 
outright offers of a battle behind the 
plant. 

Supervisors resent the loss of control 
over their operations, the inability of 
budget technicians to understand their 
problems, and the lack of participation in 
the determination of eich goals. 
True participation in the preparation of 
the budget is essential to cooperation. 
Standards of performance must be rea- 
sonable with a normal expectation of at- 
tainment. Allowances must be made for 
the everyday events which interrupt pro- 
duction, including union activities which 
are beyond the control of the supervisor. 

There is sufficient evidence available in 
this controversial report to indicate that 
complete management controls can be 
successfully installed if the budget people 
are carefully trained in human relations. 
It indicates that budgets must be simply 
stated in the language of the plant person- 
nel. Each individual must participate in 
determining his own standards of per- 
formance and realize the important part 
he plays in the over-all company objec- 
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tive. Informal counsel and guidance by 
budget personnel must replace the formal 
report or written memorandum that in- 
variably raises the foreman’s blood pres- 
sure to record levels. Praise, as well as 
criticism, must be ladled out in propor- 
tion to the individual record of perform- 
ance. The realization that production em- 
ployes must be at least 80 per cent right 
before the budget is installed should be 
recognized and admitted by the planner. 
Immediate and sympathetic assistance in 
bad performance situations is essential. 

Production has thrown down the gaunt- 
let of challenge to controllers and financial 
executives. Certainly we are astute enough 
to solve the problem of human relations 
which stands as a roadblock to successful 
budget installations. Let us rebound from 
this “impact of budgets on people” and 
turn it from a “head-on”’ collision into an 
orderly movement in the right direction 
toward better management planning and 
control! 


AMORTIZATION OF 
DEFENSE FACILITIES* 


This newly published research study is 
aimed at answering criticisms of special 
amortization and urges the equity of full 
allowability as a cost. 

The study serves the following pur- 
poses: 

1. It provides an effective answer to the 
charge that accelerated tax amortization is 
a means whereby industry exploits a na- 
tional emergency to reap huge windfall 
gains at the expense of the American tax- 
payer. 

2. It analyzes policy and practical con- 
siderations regarding allowance of special 
amortization as a cost in initial govern- 
ment contract pricing, in price redetermi- 
nation and in renegotiation. On this point 
the study recommends full allowability. 

3. It also serves a long-range purpose. 
In government planning for any future 
emergencies, the study may be used as an 
objective analysis of the role of accelerated 
tax amortization in promptly obtaining 
necessary but risky private capital expan- 
sion in periods of war and defense 
emergencies. 

4. The discussion of measurement of 
the cost of special amortization to the gov- 
ernment and to industry will be helpful 
in assisting individual companies to evalu- 
ate the real gains received under special 
amortization. 

As the first comprehensive and systema- 
tic analysis of the use of accelerated tax 
amortization during war and defense 
emergencies, this MAPI publication mer- 
its the serious study of business executives, 
students, government administrators and 
legislators. 


* Published by the Machinery & Allied Prod- 
ucts Institute, 1200 18th Street, N.W., Wash- 
ington 6, D. C. (also 120 South LaSalle Street, 
Chicago 3, Illinois). $1.00. 





THE DEVELOPMENT OF 
EXECUTIVE TALENT* 


Edited by M. Joseph Dooher and 
Vivienne Marquis 


A working blueprint of the principles 
and tested practices underlying sound 
executive training and management devel- 
opment for all sizes and types of compa- 
nies, this handbook contains specific, 
practical guidance on all the problems in- 
volved at every stage of planning and ad- 
ministration—from the analysis of needs, 
through the discovery of latent executive 
ability, to the inventorying, rating and de- 
velopment of executive skills. 

Forty-four authors contributed to the 
compilation. Case studies included are 
those of representative companies such as 
General Mills, Inc., Johnson & Johnson, 
Standard Oil (N. J.), Sears Roebuck & 
Co., United Parcel Service, The Detroit 
Edison Co., U. S. Rubber Co., Koppers 
Co., Inc., Otis Elevator Co., Westinghouse 
Electric Corp., Sharp & Dohme, Inc., and 
many others. 

It is recommended to any company con- 
templating the introduction of a program 
of executive development for the first time 
or desiring to improve its present pro- 
gram. 

* Published by American Management Asso- 
ciation, New York. $6.75. 


ASSET ACCOUNTING* 
By William A. Paton 


Developed as a text for an intermediate 
course, this book has a companion volume 
entitled “Problems and Cases for Asset Ac- 
counting’”’ which includes 275 units of 
practice material. 

The text of this new book covers, in ad- 
dition to the normal items, chapters on 
special inventory problems, depreciation 
accounting, as well as organization financ- 
ing and development. 


* Published by the Macmillan Company, 60 
Fifth Avenue, New York. $5.00. 


OTHER BOOK ENTRIES 


STATISTICAL SERVICES OF THE UNITED 
STATES GOVERNMENT. Revised edition 
—June 1952. 

This booklet has been prepared by the 
Office of Statistical Standards, Bureau of 
the Budget, as a basic informational docu- 
ment on Federal statistical organization, 
coordination, programs, and publications. 
Available from the Superintendent of 
Documents, Government Printing Office, 

Washington 25, D. C. 45 cents. 


PROBLEMS AND CASES FOR ASSET AC- 
COUNTING: An Intermediate Course. 
By William A. Paton, Ph.D., C.P.A. 
and William A. Paton, Jr., A.B., 
M.B.A. The Macmillan Company, Neu 
York. $2.25. 


SURVEY OF ACCOUNTING. By Leonard W. 
Ascher. Harper & Brothers, New York. 
$5.00. 


COORDINATING INSURANCE BUYING 
WitTH OTHER DEPARTMENTS. #92 In- 
surance Series. American Management 
Association, New York. $1.25. 


U. S. TAXATION OF FOREIGN ENTITIES 
By Neil F. Phillips. The Carswell Com- 
pany, Ltd., 145 Adelaide Street West, 
Toronto 1, Canada. $8.50. 


FINANCIAL PLANNING For DEFENSE 
PRODUCTION. #98 Financial Manage- 
ment Series. American Management As- 
sociation, New York. $1.25. 


OPERATING RESULTS OF LIMITED PRICE 
VARIETY CHAINS IN 1951. By E. R. 
Barlow. Harvard Business School, Bos- 
ton 63, Mass. $2.00. 


WHERE TO RETIRE ON A SMALL INCOME. 
By Norman D. Ford. Harian Publica- 
tions, Greenlawn, N. Y. $1.00. 


THE EFFECTS OF TAXATION ON FOREIGN 
TRADE AND INVESTMENT. United Na- 
tions, Department of Economic Affairs, 
Lake Success, N. Y. 50 cents (or equiva- 
lent in other currencies). 








DIRECTOR OF BUSINESS RESEARCH 


Permanent, non-profit organization of business leaders needs a Research Director with 
a good balance of experience in: (a) management planning and control functions in private 
enterprise, (b) research and fact-gathering techniques, editing, research costs. He should 
have sufficient presence and personality to meet with business leaders, discuss their prob 


lems, and describe the results of his organization's work. Salary up to $15,000. Reply to 
& I Ply 


Box D2029, THE CONTROLLER 
One East Forty-second Street, New York 17, N. Y. 
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¢ PAPER WORK e 


GET IT DONE! 


QUICKER and CHEAPER 
with 


XEROX 


Copying Equipment 


PAPER MULTIPLE 
ORIGINAL MASTER COPIES 


From original to multiple copies 
(NM THREE MINUTES 


with xerography and offset duplicating 


Offset paper masters of office forms, 
memos, engineering drawings, data, 
specification sheets, etc. are made by 
xerography in less than three minutes. 
Multiple copies are then run off on 
offset duplicators. This combination 
offers the quickest and most economi- 
cal method used by hundreds of large 
and small businesses. 

Because it is a dry, direct positive 
copying process requiring no _inter- 
mediate negative, xerography elimi- 
nates darkroom, chemicals, fumes, fuss 
and muss. Get it done quicker and 
cheaper with xerography. 

Write for case histories showing 
% how all types of companies are saving e 
time and money with xerography. 


THE HALOID COMPANY 


52-170 HALOID ST. 
ROCHESTER 3, N. Y. 


Branch offices in principal cities 
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Accounting Adaptation of Marginal Cost Theory 
as an Aid to Management in Price Policies 


(Continued from page 522) 


ment in arriving at decisions as to long- 
run price policy. 


EXCEPTIONS IN PRICING 
Customarily an enterprise manage- 
ment will base its long-run prices on 
some standard or normal costs predi- 
cated upon a normal volume level. How- 
ever, a management may be well ad- 
vised that a departure temporarily from 
long-range price policy may sometimes 
be warranted in order to obtain addi- 
tional revenue which will utilize unused 
plant capacity and provide regularity of 


employment in periods of stagnant busi- 
ness activity. Before departure from 
long-run price policy is undertaken a 
management must have a sufficiently 
adequate cost system to permit it to as- 
certain not only total unit costs per 
product but fixed, variable, and mar- 
ginal costs as well. This information is 
highly important for where, other 
things remaining undisturbed, a man- 
agement can cover all of its variable 
costs of production of an output and 
contribute something in addition to- 
ward fixed costs it may well consider 
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What’ your thinking 


| on Pension Fund 
Investing? 


URS IS THIS: There is no place for 
speculation in pension, insurance or 

endowment fund investing. The prime considera- 
| tion is average return over a long period, rather 
than the return realized in any single year. 

As in the past, high grade bonds continue 
basic in preserving the soundness of the fund 
obligation, fulfilling the requirements of safety, 
assured yield and return of principal at a specific 


We are prepared and equipped to serve you 
in your investment capacity as fund trustee. You 
may turn to good account our specialized 
knowledge and our sizable inventories of bonds 
that meet varied specifications as to maturities, 
quality and quantity. Send without obligation 


HALSEY, STUART & CO. Inc. 


AND OTHER PRINCIPAL CITIES 
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pricing its product temporarily at less 
than the long-range price. 


COUNSEL TO MANAGEMENT 


Although it represents a common- 
place of conventional economic analysis 
of the actions of individual enterprises, 
the concept of marginal cost and its re- 
lation to the output of a firm would ap- 
pear from empiric evidence to convey 
little meaning to the majority of busi- 
ness enterprisers. Notwithstanding, few 
managers of business firms are unaware 
of the fact that each additional unit of 
output will add a measurable sum to 
total costs of production. Managers in 
appraising the success of their price 
policies will always search out opportu- 
nities for charging differentiated prices 
should sales volume fall below a budg- 
eted normal. Hence, an informed ac- 
countant should experience little diffi- 
culty in apprising the alert manager of 
the meaning and significance of the 
marginal cost concept. 

Enterprise managements can be ad- 
vised by accountants as to the differenti- 
ated prices which might feasibly be 
charged in domestic and foreign mar- 
kets where price discrimination can ef- 
fectively be maintained. Successful 
maintenance of such price discrimina- 
tion requires, among other things, that 
managers and the accountants who ad- 
vise them must be sufficiently prepared 
with information relative to the cost 
structure of given enterprises to permit 
them to determine the fixed, variable, 
and marginal (or differential) cost per 
unit of the various lines of product or 
service handled by the individual firms. 

The wide-awake and well-trained ac- 
countant keeps himself adequately in- 
formed at all times on the components 
of costs of the enterprises under his sur- 
veillance. In this manner he_ has 
equipped himself to counsel manage- 
ments on pertinent breakeven points 
and the proper cost bases for pricing 
where the latter can be cost influenced 
or directed. 

The precise concepts of equilibrium 
of the individual firm as postulated in 
economic theory may not be adaptable 
with a finite degree of fidelity in the 
average business enterprise. But the ac- 
countant who eschews the tools of eco- 
nomic analysis as a part of his equip- 
ment will have missed a golden oppor- 
tunity for rendering himself more use- 
ful as a counsel to management. 

Few business enterprises, if any, can 
be insulated against the vagaries of eco- 
nomic life. However, if a management 
gathers around it the most informed 
counsel and the most efficient tools of 
economic analysis and control it will 
have taken a long forward step toward 
hedging itself against the uncertainties 
of a dynamic economy. 
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The Key to Peace 


Excerpts from an address by Clarence Manion, Dean of 
College of Law, University of Notre Dame, South Bend, 
Ind., presented at the 1952 Midwestern Conference of Con- 


trollers Institute, Cincinnati. 


| SAVE OUR AMERICAN FREEDOM we 
must resist big government at home and 
abroad. We cannot defeat despotism in 
Russia by establishing despotism in Wash- 
ington. We can deflate big government by: 


1. Demanding the governmental def- 
icit spending be outlawed. 


2. By demanding a permanent ceiling 
on federal taxes. 

3. By resisting and reducing every fed- 
eral appropriation for any and every pur- 
pose. 


Money is power and unlimited money is 
unlimited power. You can curtail the size 
and power of the Federal Government 
only by reducing the amount of money 
which the Federal Government can spend. 
To save our liberties we must vigilantly 
and continuously resist every Federal tax 
and every Federal spending project. 

For the past 30 years our leading politi- 
cal and social scientists have proposed and 


promoted but one remedy for every type 
of illness that has afflicted our country. 
That remedy has been the rapid increase 
and sharp concentration of governmental 
power. This political narcotic has been 
sold to the American people as “‘liberal- 
ism” and the natural evolution of the 
“democratic process.” It has now per- 
meated and thoroughly poisoned our time- 
honored system of constitutional limita- 
tions. To numb the pain we are constantly 
advised to increase the dose. 

Our traditional government of clear and 
certain laws has thus given way to prac- 
tically unlimited government by hundreds 
of thousands of governmental agents who 
hold the power of life or death over every 
type of American business large and small. 
In sheer desperation more and more of our 
citizens now rely upon the appeasement of 
these powerful people by every conceivable 
method, including in many instances, out- 
right bribes and corruption. 
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It has been 40 years since Woodrow 
Wilson proclaimed: 


“The history of liberty is the history 
of the limitation of governmental 
power. When we resist, therefore, the 
accumulation and concentration of gov- 
ernmental power we are resisting the 
processes of death, because a concentra- 
tion of governmental power is what al- 
ways precedes the death of human lib- 
erty.” 


There is a vicarious relationship be- 
tween the growth of government and the 
development of individual personal re- 
sponsibility. Government grows at the ex- 
pense of personal liberty. As personal lib- 
erty oe the sense of personal moral 
responsibility disappears with it. The 
noble quality upon which James Madison 
predicated the success of our constitutional 
system; namely, the personal moral self- 
government of each citizen, is now 
eclipsed and the test of “‘legitimacy’’ is 
presently substituted for that of moral 
righteousness. 

While the state has been swelling, the 
people have been shrinking in the same 
proportion. Big government now looks 
after its little people, who have lost their 
desire for personal liberty along with their 
faith and confidence in themselves. A 
swelling is always evidence of sickness un- 
derneath. Our people, under the swelling 
government of the United States, are mo- 
rally sick. 

Only when their faith in God is restored 
to the proportions described in the Decla- 
ration of Independence will government 
be reduced to the simple task marked out 
for it when the Republic was born. To 
avoid the rule of tyrants, people must ac- 
cept the governance of God and the per- 
sonal responsibility described for each man 
in the Ten Commandments. Every citizen 
has a responsibility in this matter which is 
serious in the extreme. 

Those who work on the walls, roof and 
inside the structure of American freedom 
have long taken the foundation of that 
structure for granted. They can no longer 
do so. The foundation of America is be- 
ing undermined. 

Particularly those Americans in posi- 
tions of leadership must take immediate 
action to revive wide popular understand- 
ing of the American Declaration of Inde- 
pendence. They will learn from that docu- 
ment that American government has a very 
narrow and restricted object and purpose. 
To torture our government into an all-pur- 
pose instrument for the relief and regula- 
tion of all mankind is to pervert its nature 
and destroy its effectiveness. 

Now stretched far beyond its constitu- 
tional framework, American government 
has become thoroughly corrupt, com- 
pletely confused and frequently ridiculous. 
In such a sad state it is a set-up for those 
who frankly wish to replace it with tyr- 
anny. 
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Modern American production and dis- 
tribution of the comforts and conveniences 
of life constitute the Eighth Wonder of 
the World. At the bottom of this produc- 
tive system is precision—conviction and 
mathematical certainty. In the producer's 
basic blueprint two times two still makes 
four. In planning production our drafts- 
men, engineers and scientists proceed with 
calculated certainty and conviction. Start- 
ing with unassailable truth they always get 
results. 

Unfortunately, this certainty and con- 
viction are missing from the deliberations 
of political and social scientists, so-called. 
In this area the basic political calculations 
are made without any firm conviction 
about the true nature of their materials; 
namely, human beings. The prevailing po- 
litical scientists are not sure whether these 
human materials have a divinely endowed 
nature or whether they are the end result 
of mere chance and accident. 

These political scientists consequently 
build their structures upon shifting sands 
of shifting day-to-day opinion. This is 
why their structures always cave in. This 
is why these political scientists are now and 
forever calling upon the productive scien- 
tists to bail them out of their mistakes. 

Manufacturers are consequently _ re- 
quired to shift their production from auto- 
mobiles to automatic rifles; from bottles, 
baskets and beer to bombs, bullets and bat- 
tleships; and from toys and tractors to 
tanks and T.N.T. The blind are thus lead- 
ing those who have demonstrated that they 
can see; the befogged are thus spreading 
their confusion through all of the farms, 
factories and firesides of the land. 

Fortunately, the political scientists who 
founded the Republic were not confused 
at all. They were definitely and dogmati- 
cally certain about the nature of man. They 
built the Republic upon the specifications 
of truth and set forth in the Declaration 
of Independence—: Man is a creature of 
God; he has God-given rights and duties ; 
government is his agent to protect these 
duties. American government can do this 
job. It performed it well for 150 years. It 
is only recently that it has been corrupted 
and made ridiculous in a vain attempt to 
make it do everything. 





CONTROLLER 


Well-established, medium-sized, very sound, 
midwestern manufacturer of a quality pres- 
tige product is anxious to obtain a top- 
grade man for control activities. Our man 
probably is now employed as Controller 
with a medium-sized metal manufacturer 
and earning at least $12,000. He will ulti- 
mately become Vice President of Finance 
with us and must have demonstrated such 
potential, although strong finance experi- 
ence is not essential. Degree required. Age 
35-45. Salary commensurate with qualifica- 
tions. This is an excellent opportunity with 
a fine organization and your confidential 
interest is welcomed. Address replies to 
Box D 2032 
THE CONTROLLER 
One E. 42nd St., New York 17, N. Y. 
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SAVE TAX RETURN TIME! 


Get copies clean, exact, fast 
by the new Copyflex system! 


Now, with the revolutionary new Brun- turn System and are benefiting from its 
ing Copyflex Tax Return System, youcan economies. 
get all the clean, error-proof, low-cost, Why hire special, costly statistical typ- 
exact copies you need without any typing, ists for tax work when—with CopyFLex 
carbons or proofreading. —you need no copy typing? Save this 
Learn about CopyFLex now, beforethe expense . . . and speed production of 
tax rush begins. You'll save hours... completed returns and copies as well. 
even days . . . because your “worksheet”’ Investigate COPYFLEX now to simplify 
or typed original can be your return, with your work in the busy tax season just 
copies made in seconds. ahead. Mail the coupon. Charles Bruning 
Bruning’s system specialists originated Company, Inc., Dept. M102, Teterboro, 
this unique time-saving system, working New Jersey. 
with leading tax authorities of bank and 
accounting groups. You save costly time, L a sta 
get better copies faster in preparing cor- ( 44 UNING ) 
poration, fiduciary, individual, excess profits, , J 
and many other tax returns. Leading firms s : 
already are using the CopyFLex Tax Re- Se | merieg since 1097 





pie errant a CHARLES BRUNING CO., INC. - — — — — 


Dept. R112 Teterboro, N. J. 


Please send me full details on how to speed tax work via the Bruning 
Copyfiex Tax Return System. 


COPYFLEX “14” is handy desk- 
side size, easy to operate, han- 
dies large volume of tax return 
copies fast, 








WHEN DAY IS DONE 
IN WASHINGTON 


Business executives visiting Wash- 
ington stay at the Wardman Park. 
Here, facilities are carefully planned 
to provide complete relaxation after 
your busy day is done. At your im- 
mediate service is everything you 
need, from barber shop to post of- 
fice, and the atmosphere on the 
edge of beautiful Rock Creek Park 
is truly restful. Try it! 


CONNECTICUT AVENUE 
at WOODLEY ROAD, N.W. 
WASHINGTON &, D. C. 
Frank E. Weakly, 
president 
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NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 
6 CHURCH STREET ATLANTA 
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Renegotiation Results Analyzed 


in over 200 Tax Court Cases 


ALTHOUGH RENEGOTIATION RESULTS 


are kept confidential by the Renegotia- 
tion Board, companies must make their 
figures public if they are not satisfied 
with the government renegotiators’ idea 
of a reasonable profit and carry their re- 
negotiation to the Tax Court. As a re- 
sult, in a 204-page study published re- 
cently by Business Reports, Inc., New 
York, William J. Casey, New York law- 
yer, and C. Richard Gunzer, CPA, have 
been able to analyze the renegotiation 
results and arguments in over 200 cases 
where government contractors have 
filed in the Tax Court 

Their survey shows renegotiations to 
have varying impact on company profits. 
In 200 separate World War II renego- 
tiations, hard goods companies making 
components which ran into high volume 
were hit most severely. Thus a ball bear- 
ing maker had his pre-tax profits 
whittled down from 53% of sales to 
17%; a maker of gauges from 42% to 
9.2% 3a gear maker from 66% to 8.8% ; a 
maker of industrial drums from 49% to 
11.6%; a maker of couplings from 44% 
to 4.6%; a maker of screw machine 
products from 75% to 15%; and a sheet 
metal fabricator from 60% to 7%. 

On the other hand, less severe rene- 
gotiations were typical of firms making 
soft goods and end products. Thus a 
chemical company had its profits rene- 
gotiated from 22.5% of sales to 13.8%; 
a clothing manufacturer from 18% to 
a construction firm from 25.5% 
machine tool maker from 
an electronics company 


12.3%; 
to 9%; a 
28.8% to 15%; 
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from 9.8% to 7%; a shipbuilder from 
12% to 9.5%; and a cotton mill from 
22% to 10%. 


INDUSTRIAL PROFITS 

This study also contains a breakdown 
of Securities and Exchange Commission 
figures on company profits and overhead 
expenses into 112 industry groups. 
This survey shows the ratio of profits 
before taxes to sales and to net worth 
for the seven years running from 1944 
through 1950. This breakdown of manu- 
facturing profits into 112 industry 
groups, instead of the 22 categories nor- 
mally reported, is highly important for 
renegotiation purposes. For example, 
the food industry as a whole made 4.9% 
on sales in 1950. But candy makers made 
18.8% on their sales, while meat packers 
made only 1.2%. For other groups 
within the food group, the ratio of 
profit to sales for 1950 varied this way 

beet sugar 9.6%; biscuits and crack- 
ers 12%; bread and cake 6%; dairy 
products 5.8%; food canning 6.8%; 
grain mill products 5.5%; groceries 
10.5%; raw cane sugar 19.7%; and 
sugar refining 5.6%. 

The machinery industry earned 34% 
before taxes on its net worth in 1950. 
But smaller groups within the machin- 
ery industry showed returns which var- 
ied this way—agricultural machinery 
30.1%; auto service station equipment 
25.3%; ball bearings 50%; batteries 
18.8%; construction machinery 20.7%; 
electrical equipment 49.8%; engines 
26.3%; food products machinery 
20.2%; general industrial machinery 
30.5%; metal working machinery 28%; 
office machines 35.1%; printing ma- 
chinery 18.2%; shoe making machinery 
11.5%; and special industrial machinery 
17.9%. 

Textile and apparel companies, as a 
group, spent 7%-8% for selling, general 
and administrative overhead. But de- 
tailed breakdown shows an apparel 
company has done a good job in con- 
trolling its overhead expenses if it keeps 
them down below 15%, while the gov- 
ernment can contend that a yarn mill 
failed to do a good job if its overhead 
expenses run over 5%. 


FLUCTUATING PROFITS 


Despite the general level of postwar 
prosperity, profits on sales and on net 
worth show a great fluctuation from 
year to year in many of the industries 
surveyed. For example, in pens and pen- 
cils, the profit on net worth dropped 
from 81.6% in 1947 to 5.9% in 1948; in 
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yarn mills, from 43.1% in 1948 to 
22.2% in 1949 and back to 43.1% in 
1950. 

Normally, the industry groups sur- 
veyed show a greater percentage of 
profit on net worth than they do on 
sales. But this is occasionally reversed, 
as, for example, in the phonograph rec- 
ord industry in which the profit on sales 
ranged from 4.4% to 10.6% while 
profits on net worth ranged from 1.1% 
to a high of only 2.2%. 

Of the 112 industries studied, meat 
packing worked on the slimmest profit 
margin as a percentage of its sales, av- 
eraging less than 1% in 1948, 1949 and 
1950. The industry which enjoys the 
widest margin on its sales is safety raz- 
ors, with a profit margin range from 
24.5% to 39.5%, followed by potash 
with profit margins ranging from 
22.4% to 32.5%. 

The industry which employed its capi- 
tal most profitably was the pen and pen- 
cil group which earned over 80% on its 
capital for four years. The household 
appliance group, the automobile manu- 
facturers, the electrical supply group, 
the distilleries, the rolling mills were 
able to keep an average of better than 
40% profit on net worth before taxes. 


SPECIFIC CASES 

Checking results for the breakdown 
of 112 industries against over 200 in- 
dustrial companies on which figures 
were carried to the end of 1951, the 
best ratios of profit to net worth were 
found in the radio and television group, 
with RCA leading with a pre-tax profit re- 
turn of 66.7% ; in the paper industry, with 
Union Bag & Paper leading with a pre- 
tax profit return of 60.1%; the office 
equipment industry, with National Cash 
Register leading with 49.2%; the elec- 
trical equipment industry, with Square 
D leading with 70.8%; the drug indus- 
try, with Parke Davis and Pfizer leading 
with 63%; the rubber industry, with 
U. S. Rubber leading with 72.2%; and 
the auto parts industry, with Timken 
leading with 59.7%. Of the 200 com- 
panies surveyed, Gillette Safety Razor 
has the best ratio of pre-tax profit to 
net worth, 105.9%. The widest profit 
margin on sales was enjoyed by Texas 
Gulf, 55.2%; Union Bag & Paper, 
34.1%; Kennecott, 38.3%; Phelps- 
Dodge, 34%; Cerro de Pasco, 37%. 

The profits earned by these companies 
are correlated with the rate at which 


they turn over fixed assets and average 


inventory. In some industries if a com- 
pany can show a higher rate of turnove: 
it should be able to justify a higher rate 
of profit. For example, in the electrical 
industry, Square D’s top profit rate for 
1951 is accompanied by a record of turn- 


ing its fixed assets over almost half | 
again as frequently as the second most | 


profitable company in the industry. 
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JUSTIFYING HIGHER PROFITS 


Messrs. Casey and Gunzer present 
their analysis of renegotiation results, 
industry profits and company profits to 
enable companies to make comparisons 
justifying their pre-tax profits in rene- 
gotiation. Their study shows how a 
company can develop a case to justify a 
higher than normal rate of profit by 
showing how it qualifies on statutory 
factors spelled out in the renegotiation 
law. 

Thus, if a company can show that it 
assumed extra risks, that its costs were 
reasonable, that its operations were ef- 
ficient, that it made special contribution 
to the defense effort and that its busi- 
ness operation differed in character from 
that prevailing normally in its industry, 


it may be able to justify a case for a 
higher than normal margin of profit. 

For example, a higher profit will be 
allowed a company which can show 
that, as a result of taking on defense 
work, it risks the loss of its regular cus- 
tomers or the saturation of its post-de- 
fense markets. 

The arguments falling under these 
headings are summarized in a check list 
of the 46 factors which can justify a 
high rate of return on sales and on capi- 
tal, and in a check list showing how 
these arguments were developed in re- 
negotiation cases appealed to the Tax 
Court. 


Information about "How to Handle Renego- 
tiation” is available from the publishers, Busi- 
ness Reports, Inc., 225 West 34th Street, New 
York 1, N.Y. 
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Power Corrupts 


When a person gains power over other persons—the 
political power to force other persons to do his bidding 
when they do not believe it right to do so—it seems inevita- 
ble that a moral weakness develops in the person who exer- 
cises that power. It may take time for this weakness to be- 
come visible. In fact, its full extent is frequently left to the 
historians to record, but we eventually learn of it. It was 
Lord Acton, the British historian, who said: “All power 
tends to corrupt; absolute power corrupts absolutely.” 

Please do not misunderstand me. These persons who are 
corrupted by the process of ruliag over their fellow men are 
not innately evil. They begin as honest men. Their motives 
for wanting to direct the actions of others may be purely 
patriotic and altruistic. Indeed, they may wish only “to do 
good for the people.” But, apparently, the only way they can 
think of to do this ‘‘good”’ is to impose more restrictive laws. 

Now, obviously, there is no point in passing a law which 
requires people to do something they would do anyhow; or 
which prevents them from doing what they are not going to 
do anyhow. Therefore, the possessor of the political power 
could very well decide to leave every person free to do as he 
pleases so long as he does not infringe upon the same right 
of every other person to do as he pleases. However, that con- 
cept appears to be utterly without reason to a person who 
wants to exercise political power over his fellow man, for 
he asks himself: “How can I ‘do good’ for the people if I 


just leave them alone?” Besides, he does not want to pass 
into history as a ‘‘do nothing’ leader who ends up as a foot- 
note somewhere. So he begins to pass laws that will force 
all other persons to conform to is ideas of what is good 
for them. 

That is the danger point! The more restrictions and com- 
pulsions he imposes on other persons, the greater the strain 
on his own morality. As his appetite for using force against 
people increases, he tends increasingly to surround himself 
with advisers who also seem to derive a peculiar pleasure 
from forcing others to obey their decrees. He appoints 
friends and supporters to easy jobs of questionable ne- 
cessity. If there are not enough jobs to go around, he creates 
new ones. In some instances, jobs are sold to the highest 
bidder. The hard-earned money of those over whom he 
rules is loaned for questionable private endeavors or spent 
on grandiose public projects at home and abroad. If there is 
Opposition, an emergency is declared or created to justify 
these actions. 

If the benevolent ruler stays in power long enough, he 
eventually concludes that power and wisdom are the same 
thing. And as he possesses power, he must also possess wis- 
dom. He becomes converted to the seductive thesis that 
election to public office endows the official with both power 
and wisdom. At this point, he begins to lose his ability to 
distinguish between what is morally right and what is po- 
litically expedient. 

—Extracted from a speech by ADMIRAL BEN MOREELL, 


President of Jones & Laughlin Steel Corporation, before the 
Annual Meeting of the United States Chamber of Commerce. 
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Corporate Bond Financing 
Trends and Cycles Studied 


| phiaicnerntgg EXPERIENCE with domestic 
corporate bonds since 1900 and the 
economic implications of the immense 
mass of such flotations are analyzed and 
interpreted in a publication issued recently 
by the National Bureau of Economic Re- 
search, which marks the first of a series 
planned for the National Bureau's Corpo- 
rate Bond Research Project. 

As an Occasional P3per, the National 
Bureau is issuing “Trends and Cycles in 
Corporate Bond Financing,” by W. Brad- 
dock Hickman of its research staff. The 
Paper is a forerunner of a full volume 
which will contain an unprecedented ag- 
gregate of statistical and other data bear- 
ing upon corporate bond issues. These and 
other publications planned for the Corpo- 
rate Bond Research Project will throw new 
and detailed light on the economics of 
bond financing by our corporations. 

The Corporate Bond Research Project 
will forge another link in the National 
Bureau's quantitative research program on 
national income, prices, investment, money 
markets and business cycles. 

In tracing the trends and cycles of cor- 
porate bond financing, Dr. Hickman devel- 
oped his theme against the broad back- 
ground of economic development since 
the latter part of the last century. The data 
on which he based his conclusions were 
compiled with the cooperation of numer- 
ous public agencies and private invest- 
ment services. 

The Paper is a summary of a larger study 
on the volume and significance of debt 
and investment experience in corporate ob- 
ligations. It touches on the broad trends of 
aggregate corporate bonded indebtedness 
since 1900, and compares the current levels 
with those of the past. It studies the shifts 
that have occurred in the major industry 
and size components of the aggregate, and 
the position of corporate bonds relative to 
other types of debt. 

As stock prices become increasingly at- 
tractive, corporations turn from bond to 
stock financing ; bond offerings turn down- 
ward; and the net changes in bond out- 
standings continue to fall. These move- 
ments persist until a late stage in business 
expansion, when stock offerings and stock 
prices fall. In the next stage, proceeds 
from the stock market are no longer ob- 
tainable for the retirement of bonds; bond 
extinguishments turn downward; and the 
net volume of bond financing begins to 
rise. 

But the cyclical rule has at least one im- 
portant exception, which occurred after 
the stock market collapse of 1929. At first 
the net volume of bond financing increased 
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in the usual way, Dr. Hickman relates. But 
in late 1931 the bond market broke badly 
as the result of tightening of the money 
markets and a general deterioration of 
credit. The bond market therefore could 
not perform its typical contracyclic func- 
tion at the business trough of 1932. 

For the investor and the student of fi- 
nance this long-range study cffers some 
practical guides that run counter to impres- 
sions often held and expressed. The sec- 
tion on bond defaults is especially illumi- 
nating. Dr. Hickman notes that rail bonds 
dominated the corporate bond market for 
the first three decades of this century and 
that one would expect them to occupy a 
predominant position in corporate bond 
defaults. 

Actually, he states, they accounted for 
less than half of the total volume of bonds 
outstanding in default in the majority of 
the years from 1900 to 1933. Between 
1931 and 1940 the status of rail bonds de- 
teriorated rapidly, however, and the per 
cent in default climbed to 27.9 from 0.5. 
Over the entire period 1900 to 1943, the 
survey indicates that default experience 
was best on utility bonds and poorest on 
bonds in the industrial group. 

The principal factors influencing the 
volume of new bonds offered to investors 
and the volume of old bonds extinguished 
are further aspects of the study. Included 
is an exhaustive analysis of how the debt 
series behaved during business cycles and 
over longer periods. The relation between 
interest rates and corporate financing gains 
fresh illumination in the survey. 

Much incidental information is pre- 
sented on the aggregate experience of in- 
vestors in corporate bonds. Interest pay- 
ments, the volume of bonds going into de- 
fault, and the time required to settle de- 
fault situations are indicated. Numerous 
charts illustrate the trends and findings. 

The survey contains much that is illu- 
minating for the general investor, while 
for professional bond men it will prove an 
indispensable source book. It explores 
many of the accepted traditions of invest- 
ment and confirms some while discount- 
ing others. 

“Some idea of the stabilizing role of the 
bond market during business cycles may 
be gained,” says Dr. Hickman, “by com 
paring turning points in the bond and 
stock series with turning points in general 
business cycles. If we take a stand at the 
point in the general business cycle at which 
stock offerings turn upward, the financial 
process typically appears to unfold as fol- 
lows. 


“Soon after the upturn in stock offerings 
and while general business activity is still 
falling, the net changes in bond outstand- 
ings turn downward. The immediate cause 
is a rise in extinguishments, possibly in- 
duced by the repayment of some funded 
debt from the proceeds of stock offerings. 
Since certain corporations are still financ- 
ing their capital programs via the bond 
market at this time, bond offerings con-, 
tinue to rise through early business expan- 
sion.” 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


J. LoRN MCLEAN (#3520-1945), vice 
president of B. C. Electric Railways Co., 
Ltd., Vancouver, British Columbia, has 
been elected president of the Canadian In- 
stitute of Chartered Accountants. Mr. Mc- 
Lean, who is a charter member of the Van- 
couver Control of Controllers Institute of 
America, is the first nonpracticing char- 
tered accountant to head the Canadian In- 
stitute. He was paid a special tribute at a 
recent meeting of the Vancouver Control, 
of which he is a director. 


A. GORDON PATTERSON (#3030-1944), 
secretary and treasurer of Electric Con- 
troller & Manu- 
facturing Co., 
Cleveland, Ohio, 
has been elected 
president to suc- 
ceed R. G. Wip- 
pows, who ad- 
vanced to the 
post of chair- 
man of the 
board. 

Mr. Patterson 
was born in 
Hainan, China. 
He graduated from the school of business 
administration, University of Pittsburgh, 
in 1929 and from the school of law, Du- 
quesne University, in 1942. 

He joined the company in 1944 as treas- 
urer and was elected secretary-treasurer 
and a director in 1946. Before his asso- 
ciation with Electric Controller, Mr. Pat- 
terson was secretary-treasurer of Tubular 
Alloy Steel Corp., Gary, Indiana. 

Mr. Patterson recently served as chair- 
man of the Industry Conference on Elec- 
trical Manufacturing at the 21st Annual 
Meeting of Controllers Institute in De- 
troit, Oct. 5-8 


XA 


MR. PATTERSON 


HOWELL FOSTER (#5153-1951), secre- 
tary and controller of the Krug Baking 
Companies, Jamaica, L. I., N. Y., for the 
past 17 years, recently resigned his posi- 
tion as controller to become treasurer of 


Liberty Baking Corporation, New York. 
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EpMUND A. KRIDER (#4619-1949), 
vice president and comptroller, Montgom- 
ery Ward & Co., Chicago, has been elected 
president following the recent resignation 
of Stuart S. BALL. 

Mr. Krider was succeeded as comptrol- 
ler by WiLttAM F. OTTERSTROM, who 
joined the company in 1933 and has been 
assistant comptroller since 1948. HoOwARD 
S. KAMBESTAD, an assistant comptroller, 
was elected treasurer, succeeding ARTHUR 
R. CAHILL, vice president and treasurer, 
who resigned. 


WILBUR GARDNER (#2799-1943), sec- 
retary and treasurer of DeWalt, Inc., Lan- 
caster, Pa., has been elected a vice presi- 
dent of this subsidiary of American 
Machine & Foundry Co. He continues as 
secretary and treasurer. 


FREDERIC W. HEWES (#2515-1943), 
treasurer, the New York Air Brake Com- 
pany, New York, was recently elected vice 
president in charge of finance. 


CLARENCE A. SNOW (#5066-1951), 
controller, Bowser, Inc., Chicago, IIl., has 
been made controller of the over-all opera- 
tion of the company. 


D. R. GorMLEY (#4972-1950) has 
been appointed vice president-finance, Ca- 
nadian Cottons, Limited, Montreal, Que- 
bec, Canada. Mr. Gormley, who has been 
treasurer of Canadian Management Com- 
pany, Limited of Toronto, was recently 
elected secretary of the Toronto Control 
of Controllers Institute, 1952-1953, but 
relinquished his office to J. H. Rem, comp- 
troller, treasurer and secretary, Standard 
Paving & Materials Limited, when he 
transferred to Montreal. 


P. H. LEFEVRE (#5637-1952), comp- 
troller, Socony-Vacuum Oil Company of 
Venezuela, Caracas, Venezuela, has re- 
turned to the States to become comptroller 
and treasurer of the Socony-Vacuum Over- 
seas Supply Company, Fort Lee, N. J. 
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LORIMER COURTNEY (#4884-1950), 
comptroller, Bessemer & Lake Erie Rail- 
road Co., Pittsburgh, Pa., has been ap- 
pointed comptroller of the Union Railroad 
Company, to succeed J. LAURENCE Monr- 
GOMERY (#4883-1950), who recently be- 
came vice president of the Union Railroad 
Company. Mr. Courtney will continue as 
comptroller of the Bessemer & Lake Erie 
Railroad Company in addition to his new 
duties with the Union Railroad. He is a 
director of both companies. 


LESTER PETCHAFT (#4463-1949), sec- 
retary, Esquire, Inc., Chicago, Ill., was re- 
cently ie treasurer. 


Jon B. SHastip (#4752-1949), vice 
president of Somerville Iron Works, New 
Castle, Pa., was 
recently elected 
a director and a 
member of the 
executive com- 
mittee. Mr. Shas- 
tid is a C.P.A. 
(Kansas) and a 
member of the 
American Insti- 
tute of Account- 
ants. He has 
been with Som- 
erville and its 
affiliate, Johnson Bronze, since 1946. 

During World War II, he was engaged 
in renegotiation as a captain in the Air 
Corps, New York District. Prior to that 
time he was in public accounting practice. 


MR. SHASTID 


Russet H. HASsSsLer, professor of ac- 
counting at the Harvard Business School, 
has been elected president of the Ameri- 
can Accounting Association. The follow- 
ing were elected vice presidents: WEL- 
DON POWELL, partner in Haskins & Sells, 
of New York; JOHN A. WHITE of the 
University of Texas; and RoBERT E. WAL- 
DEN of Indiana University. CHARLES J. 
Gaa, of the University of Illinois, was 
named secretary-treasurer. 


NEWTON H. TuTHILL (#5051-1951) 
was recently elected vice president of Pe- 
quanoc Rubber Company, Butler, N. J. 
Mr. Tuthill joined the organization in 
1947 after a transfer from the parent com- 
pany, American Hard Rubber Company. 
He was elected secretary-treasurer in 1948 
and will continue in this office while re- 
suming the additional duties of vice presi- 
dent. 


GeEORGE McQUILKIN has been named 
controller of Bauer & Black, a division of 
Kendall Co., Chicago. 


GEORGE W. SHERIDAN (#352-1934) 
was made a thirty-third-degree Mason in 
New York on September 24. He was for- 
merly associated with the West Leechburg 
Steel Company, Pittsburgh, as controller. 





Ten members of Controllers Institute of 
America were among the 26 recipients of 
the Order of Accounting Merit, which was 
presented for the first time at the recent 
convention of the American Gas Associa- 
tion, October 28, 1952. A lapel pin and 
a certificate were presented to each indi- 
vidual and it was announced that further 
awards will be made at the spring confer- 
ence of the AGA Accounting Section in 
Chicago, April 20-22, 1953. Thereafter, 
awards will be made annually at the AGA 
convention. 

The Order of Accounting Merit is an 
honorary group whose membership in- 
cludes only those who have “evidenced a 
combination of the qualifications of out- 
standing leadership, original authorship 
and continued service.’’ A point system 
has been laid down for equitable deter- 
mination of eligibility. The selection of 
those eligible to receive the merit award 
is administered by a subcommittee of the 
Accounting Section’s Advisory Planning 
Committee. 

Institute members honored included: 
E. B. Nutt, retired assistant head of 
budget department, Standard Oil Com- 
pany (N. J.), New York; A. S. Corson, 
comptroller, Philadelphia Electric Com- 
pany, Philadelphia; F. L. GRIFFITH, vice 
president, the Peoples Gas Light and Coke 
Co., Chicago; L. L. Dyer, comptroller, 
Lone Star Gas Company, Dallas; O. H. 
RITENOUR, vice president, Washington 
Gas Light Company, Washington, D. C.; 
C. E. PACKMAN, secretary and treasurer, 
North Shore Gas Company, Waukegan, 
Ill.; L. V. WATKINS, secretary-controller, 
Panhandle Eastern Pipe Line Co., New 
York; J. A. WILLIAMS, manager, Methods 
Department, Niagara Mohawk Power Cor- 
poration, Syracuse, N. Y.; L. E. REYN- 
OLDs, comptroller, the Connecticut Light 
and Power Co., Hartford; and O. W. 
BREWER, comptroller and assistant secre- 
tary, American Gas Association. 


W. LeRoy JORDAN (#1638-1940), a 
retired member of Controllers Institute of 
chick America and 

former comp- 
troller of the 
Rochester Prod- 
ucts Division, 
General Motors 
Corporation, 
Rochester, 
N. Y., has been 
named director 
of industrial de- 
velopment of 
the Rochester 
Chamber of 
Commerce. One of Mr. Jordan’s chief 
functions will be to place the advantages 
of Rochester before industrialists seeking 
new locations and to encourage select in- 
dustries to locate in the city. 

Mr. Jordan, who retired from General 

Motors in December 1950, after 25 years 


MR. JORDAN 
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of service with the corporation, most re- 
cently served as chief of the Automotive 
Division of the Office of Price Stabiliza- 
tion, a post he resigned this past March. 

He is a past president of the Rochester 
Control of Controllers Institute, a mem- 
ber of the board of directors of the Roches- 
ter Credit Men's Association and has 
served as a member of the auditing and 
budget committees of the Rochester Com- 
munity Chest, as well as being active in 
other local organizations. 


FRANKLIN M. BEALL (#4701-1949), 
assistant controller of The Glenn L. Mar- 
tin Company, is the author of an article en- 
titled ‘A Cost System for a Chemical 
Plant,” which appeared in the October 
issue of the N.A.C.A. Bulletin, official 
publication of the National Association of 
Cost Accountants. Mr. Beall is a past chair- 
man of the National Committee on Gov- 
ernment Procurement Policies of Control- 
lers Institute. 


VERNE H. MITCHELL (#2936-1944), 
comptroller, Stetson-Ross Machine Co., 
Seattle, Wash. is now comptroller of Air- 
Mac Inc., of the same city. 


JOHN T. LOGAN (#4503-1949), secre- 
tary-treasurer, Simmons, Limited, Mont- 
real, Quebec, Canada, has been elected 
secretary and assistant treasurer of the 
Simmons Company, New York. 


Obituary 


Lewis Parmelee, 56, of Great Neck, 
L. I, New York, former president of 
the Atlantic Gulf & West Indies Lines, 
died on October 20, 1952, in the Vet- 
erans’ Hospital, Manchester, N. H. 

Mr. Parmelee entered the hospital last 
December, a few weeks after his return 
from Turkey, where he headed a group 
of Atnerican shipping men organized by 
the Economic Co-operation Administra- 
tion to assist the Turkish State Seaways 
and Ports Administration. Mr. Parmelee 
resigned from the Atlantic Gulf & West 
Indies Lines to accept the mission in 
1950. 

He had been with those lines since 
1932, starting as comptroller. He had 
been president since 1946. He was with 
the United States Shipping Board Mer- 
chant Fleet Corp. from 1921 to 1932. 

He was a member of the Robert Hague 
Post of the American Legion; the Ma- 
rine Square Club; former chairman of 
the board of the Downtown Athletic 
Club of New York; and former national 
president of the Propeller Club. He 
held membership certificate #705-1936 
in Controllers Institute of America and 
served as a national director, 1940-1943, 





No obligation, of course. 


WOrth 14-2900 





Have You Started Your (224 
Annual Report For 1952? 


Busy executives can save both time and money by starting now on 
their 1952 Annual Reports. Careful advance planning will elimi- 
nate much last-minute rush and costly confusion. 


During the past thirty years Pandick Press has assisted many of 
America’s leading corporations in producing their Annual Reports. 
We cordially invite your inquiries concerning our various services. 


Pandick Press, Ihe 


Established 1923 
22 THAMES STREET, NEW YORK 6, N. Y. 


Printers of ANNUAL Reports * BrocHuures * PROSPECTUSES 
REGISTRATION STATEMENTS * PROXY STATEMENTS 
and all related documents 


NY 1-3167 














Controllers Discuss Work Simplification 


ROCEDURES developed in a pilot project 
P involving 22 supervisors of the Con- 
solidated Edison Company of New York, 
Inc., have made it possible to establish a 
work simplification program for the en- 
tire supervisory and administrative staff 
of the company, numbering approximately 
3,000 people. The steps employed in es- 
tablishing the program, which was com- 
pleted in May, were described by John C. 
Murtha, manager of the firm’s Sales En- 
gineering Bureau, at a recent monthly 
meeting of the New York City Control 
of Controllers Institute. 


“The pilot group received 84 hours of 
training in work simplification,’ Mr. 
Murtha explained. “At the end of the 
training period, the trainees were re- 
turned to their jobs. They were not ad- 
monished to use the training which they 
had received. However, when reconvened 
six weeks later, 16 members of the group 
admitted they had either completed, or 
were working on, simplification projects 
in their own departments. As a result, the 
program was extended. 

“A committee of four set up a al 
gram of four two-hour sessions, includ- 
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KEYBOARD DIALS—MARCHANT is distinguished by 
being the only American calculator with dials 
for verifying the keyboard entry—the operator's 
first step in every calculation 


COMPLETE CARRIAGE CARRYOVER—Regardless of the 
carriage position or how the figures are 
entered, MARCHANT’S Carriage Dials “carry- 
over” the Right Answer. No figures dropped 
no dials inactive no dead spot. . 


the answer has to be right 
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continuously flowing dials are in constant mesh 
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ing moving pictures. Thereafter 23 group 
leader teams of two men each, who had 
received 80 hours of indoctrination, took 
over the training of all 3,000 supervisory 
and administrative employes, up to and 
including department heads. 

“As a result,” Mr. Murtha concluded, 
“the great majority of the supervisory 
staff has expressed considerable enthu- 
siasm. At least one department has es- 
tablished a committee to encourage work 
simplification projects and to review the 
results.” 

Also addressing the controllers, Wil- 
liam R. Mullee, professor of industrial 
engineering at New York University, de- 
clared that the office is 30 years behind 
the factory in the application of mechani- 
cal equipment. He said that only 15% of 
office work is done by machines compared 
to the more than 90% mechanization 
found in factories. The professor also 
stated that clerical work has grown 350% 
from 1900 to 1940, a rate of growth five 
times that of the population. 

“Many companies are turning to work 
simplification,” Prof. Mullee said, “to re- 
duce office costs and improve service and 
morale. More than 100 nationally known 
firms have sent key men to the N.Y.U. 
Work Simplification Round Table since 
1946. These men have set up programs 
for their company supervisors which in- 
clude improving procedures, replanning 
departmental work loads and eliminating 
unnecessary fatiguing clerical operations. 
These techniques have resulted in sub- 
stantial manpower savings.” 


Internal Control Studies 


A special issue of The Federal Account- 
ant, a publication of the Federal Govern- 
ment Accountants Association, contains 
the proceedings of a recent symposium on 
Internal Control. 

In addition to a bibliography of internal 
control, the publication contains: 

“How to Devise a System to Provide 
Internal Control’ by R. R. Pippin, first 
assistant treasurer, E. I. du Pont de Ne- 
mours & Co. ; 

“Essential Elements in a Program of 
Internal Audit” by E. L, Kohler, Consult- 
ing Accountant ; 

“Special Considerations in the Applica- 
tion of Internal Control to Government” 
by Irving Tenner, Certified Public Ac- 
countant and Fiscal Consultant; 

“Panel Discussion on Internal Control.” 
Panel members: R. R. Pippin, E. L. Koh- 
ler, Irving Tenner, Ted B. Westfall and 
L. W. Acker, with Walter F. Frese pre- 
siding; and 

“Internal Auditing—In Theory and 
Application” by L. P. Hourihan, general 
auditor, Ford Motor Company. 
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Good Bosses: Key to Good Employe Relations 


(Continued from page 514) 


The range of subjects covered by the 
course includes the following: 
The Mechanics of Supervision 
Responsibilities of Supervision 
Leadership 
Understanding the Individual 
Handling Employe Dissatisfaction 
Evaluating Employe Performance 
Compensation 
Development of People 
One of the features of the course is the 
morale project. Each member of the course 
is asked to select one of his subordinates 
who represents a “‘problem,” and for the 
period of the course apply the ideas and 
information presented in the course to 
the individual project, and to report at 
the final session upon the results accomp- 
lished. We use case studies extensively, 
which we ultimately gathered from the 
experience of our own group, since these 
situations carried the feeling of reality. 
We wound up our pilot class with en- 
thusiastic endorsement and a green light. 
We have now completed four additional 
management groups of 15 each. Addi- 
tional executive groups went through last 
spring. By this time, we have no doubt 
of the effectiveness of the course or the 
interest of management in it, and expect 
to extend it to include all supervisors in 
our division. 


TRAINING FILM 

Another effort by our company to im- 
prove the facility of our bosses in human 
relations is the recent completion of a 
sound motion picture entitled “The Inner 
Man Steps Out.” This is a training film 
designed to show supervisors something 
of the motivations of our people and how 
best to satisfy their basic needs. 


As we have realized the tremendous ef- 
fect which the quality of supervision has 
on employe morale, our processes of se- 
lecting supervisors have been altered sub- 
stantially. In addition to reviewing the 
usual supervisory requirements, we now 
examine a supervising candidate's record 
minutely for clues to his ability to assume 
leadership of people. Human relations 
skill is one of the foremost considerations 
in the final selection. 

If I have sounded enthusiastic concern- 
ing our efforts to develop better bosses, I 
do not mean to imply that we have any- 
where near pede perfection. Yes, we 
still have some bosses who fall far short 
of acceptable standards. On the other 
hand, the attention and interest of our top 
management in this area are most en- 
couraging. 

Better leadership will help solve our 
employe relations problems in business 
even as it would help to solve the social 
and political evils of our times. Better 
leadership is the only hope of our union 
relations, our employe relations, and our 
world relations. With better bosses, we 
can achieve greater productivity and a 
better regard not only for our individual 
company, but for the economic system 
of which we are a part, and which is 
under such severe criticism and challenge 
from many quarters. The leaders of in- 
dustry, and that includes every member 
of the management team, comprise what 
could be the most influential single group 
in our society. Through kindness, con- 
sideration and square dealing for the 
people in our companies, we can demon- 
strate conclusively that free enterprise pro- 
vides for every member of our society 
the best life in the world today. 





MARK YOUR CALENDAR 





AMERICAN PETROLEUM INSTITUTE 
NATIONAL FOREIGN TRADE COUNCIL 


CHICAGO 
NEW YORK 


39th National Meeting 


AMERICAN STANDARDS ASSOCIATION 


NEW YORK 


34th Annual Meeting 


AMERICAN MANAGEMENT ASSOCIATION 


NEW YORK 


Finance Conference 


AMERICAN SOCIETY FOR PERSONNEL ADMINISTRATION 


MILWAUKEE 


4th Annual Convention 


PHILIPPINE INSTITUTE OF ACCOUNTANTS 


6th Annual Convention 


THE CONTROLLER * NOVEMBER, 1952 


| 
| 





MANILA | 


Rent This 
By The 
Hour 








STATISTICAL 
DEPT. 


Pay only for 
what you get! 


High-speed modern punched card 
accounting machines certainly are 
time-savers but— 

Perhaps you cannot justify their 
full-time use! 


In that case, why not discuss your 
problems with us? You pay us only 
on the basis of actual time used— 
and you are assured that your re- 
ports will be prepared on time. 
This suggestion may save you 
thousands of dollars—as it has for 
others. 


Why not investigate now? 


Recording & Statistical 
Corporation 
Chicago * Boston * Detroit 
Montreal « Toronto 


100 Sixth Avenue, New York 13, N. Y. 


















and 


The “overhead” at the 15th Anniversary observance of the 
Buffalo Control was novel and numerous. It consisted of con- 
tinuous strips of business forms interspersed with blank checks 
and other office “paper” cleverly festooned and intertwined. 
Highlighted, front and center, at the Anniversary was the “pre- 
historic controller,” whose portrait is complete with spider and 
web, as well as high stool and green eye-shade. All present at 
the meeting were given eye-shades inscribed with first names. 





The head table at the Anniversary meeting included (left to 
right) Malcolm S. Sutherland, president of the Hamilton, Ontario, 
Control; Stanley E. Le Brocq, national director from Region 4; 
Buffalo Control President Norbert F. Hubert; and Paul Haase, 
assistant managing director of the Institute. As this photograph 
was taken, President Huber was about to cut the Control's 
birthday cake. The prehistoric controller in the background still 
has his nose in the books, completely oblivious of the festivities. 


Buffalo Controllers Observe 15th Anniversary of Control 


HE FIFTEENTH ANNIVERSARY of the 

Buffalo Control's organization was ob- 
served at an outing and clambake on Sep- 
tember 16 at Hoffman's Ranch in Eben- 
ezer, N. Y. The occasion anticipated by a 
few months the actual anniversary date, 
since the first meeting of the Buffalo Con- 
trol was held on December 3, 1937. 

Among those present were several 
members of the Hamilton Control of the 
Institute, including President Malcolm S. 
Sutherland and Stanley E. Le Brocq, a 
national director of Controllers Institute, 
which was represented from National 
Headquarters by Paul Haase, assistant 
managing director. 

Buffalo President Norbert F. Huber 
preside d at the ranch-style lobster and 
steak dinner which followed a program of 
outdoor events during the afternoon and 
preceded a variety of social activities 
which closed the evening's obse rvance of 
the anniversary 

Discussing the event, President Huber 
pointed out that by virtue of its existence, 

the Buffalo Control, during the past 15 
years, has achieved considerable progress 
in the Buffalo area in clarifying the posi- 
tion of and the part the controller has in 
industry. The Buffalo Control through its 
past and present officers and members can 
justly look back with pride over this prog- 


ress 


THE CONTROLIER.............. 


Mr. Huber then outlined a four point 
program for the current year of the Con- 
trol and presented details of the various 
events scheduled monthly through the 
close of the Control's current activities in 
June 1953. 

The Buffalo Control began operations 
with ten members. Four of them had been 
members at the time the first meeting was 
held, namely, Frank E. Davis of Na- 
tional Gypsum Company, Albert H. Rum- 
ble of Remington-Rand, Arthur Batts of 
the Carborundum Company and L. Clay- 
ton Vallier of Buffalo Foundry and Ma- 
chine Company. 

The remaining six members, in the 
original group, were William L. Clark of 
Buffalo Electric Company, Walter Corrie 
of National Gypsum, Glenn Crawford of 
Dunlop Tire and Rubber Company, Clark 
Fleming of J. H. Williams and Company, 
William H. Watkins of Hewitt Rubber 
Company and Louis Wirth of Buffalo 
Electro-Chemical Co., Inc. 

The latter six members were elected in 
December 1937 to membership in the 
Institute. 

At the February 1, 1938 meeting of the 
Control, elections of officers and directors 
took place with the following chosen to 
serve: Frank E. Davis, president ; Glenn 
Crawford, vice president; Howard Rior- 
dan, secretary ; and William H. Watkins, 
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treasurer. Directors of the new Control 
were Arthur H. Batts, L. Clayton Vallier 
and Walter Corrie. 

Highlights of the program of activities 
scheduled for the Buffalo Control during 
1952-1953 include the following: 

October 28—'‘The Controller's Part in 
Obtaining and Presenting Financial In- 
formation for Management'’—Speaker: E. 
B. Rickard, division controller, Ford 
Motor Company, Detroit, Michigan. 

November 25—‘The Controller— 
Proven Progress’’—Speaker: David Wil- 
son, assistant vice president, Rochester 
Savings Bank and state vice president of 
National Association of Bank Controllers. 

December 16—'Year End Problems” 

speaker to be announced. 

January 27—'Special Reports and 
Management Assistance’’—Speakers: B. 
Earle Vosteen, vice president, Niagara 
Chemical Division, Food Machinery 
Corp.; W. Fred Reineking, plant control- 
ler, Assembly Plant, Ford Motor Co.; 
John E. Gallagher, treasurer, finance and 
accounting manager, Cornell Aeronautical 
Laboratory, Inc. 

February 24—'‘Management’s Require- 
ments’’—speaker to be announced. 

March 31—‘How Colleges Are Help- 
ing to Develop Potential Controllers’ — 
speaker to be announced. 

April 28—"What Controllers Are Do- 
ing to Train Personnel’’—speaker to be 
announc ed. 





May 26—''Future Business Prospects 
and Our Place in Their Development’ — 
speaker to be announced. 

June 30-—Business Meeting—Chair- 
man: Norbert Huber. 

The present officers of the Buffalo Con- 
trol are: President, Norbert F. Huber, 
M. Wile and Company, Inc.; Vice Presi- 
dent, John A. Read, Peter Cooper Corp., 
Gowanda, New York; Secretary, G. J. 
Letchworth, Jr., Barcalo Manufacturing 
Co.; Treasurer, Edward N. Vanstone, 
Moore Business Forms, Inc., Niagara 
Falls. Directors include: W. G. Ritzer, 
Twin Coach Company; Franklin A. UI- 
rich, Fedders-Quigan Corporation ; Robert 
P. Bernhardt, S. M. Flickinger Co., Inc. ; 
Raymond A. Laub; and Willis T. Windle, 
The Carborundum Company, Niagara 
Falls. 


D. J. Hennessy Heads 
New Appraisers Society 


Daniel J. Hennessy, a past president of 
Controllers Institute of America, 1933- 
1934, and presi 
dent of Jamaica 
Water Supply 
Company, Ja- 
maica, N. Y., 
has been chosen 
as the first na- 
tional president 
of the American 
Society of Ap- 
praisers, which 
was recently or- 
ganized on a na- MR. HENNESSY 
tional basis. The 
new society is a merger of the Tech- 
nical Valuation Society of New York and 
the American Society of Technical Ap- 
praisers of Los Angeles, California. 

The merger of the two eres €x- 
isting organizations was effected for the 
purpose of standardizing the practices and 
ethics of the appraisal profession through- 
out the United States, according to a re- 
cent statement by Mr. Hennessy. The 
new organization starts its activity with 
seventeen chapters located from Van- 
couver, B.C., Canada, to New York and 
with a membership of over 600 indi- 
viduals. Its aims will be to promote high 
standards of professional conduct in its 
line of work and to carry on research and 
development in all phases of property 
economics. The members of the Society en- 
gage in appraising for realty, mortgage, 
tax and insurance purposes, for flotation 
of new enterprises, and in fixing fair 
values for fine arts and antiques. 

Mr. Hennessy, who had long been ac- 
tive in the Technical Valuation Society, 
which was established in 1939, had also, 
in recent years, served as president of 
Controllership Foundation, Inc., the re- 
search arm of Controllers Institute of 
America. 
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THREE REPORTS 
THAT ARE “MUST” READING 
FOR ALL EXECUTIVES! 














Business Consultants: 
Their Uses and Limitations 


Management Planning 
for Corporate Taxes 


The Impact of Budgets on People 


F YOU have these studies already, route them around for 

others to read and profit by. If not, order your copies 
today! Here are some of the reasons why all management 
people should have a turn at these volumes: 


Business Consultants: Their Uses and Limitations .. . Based on 
101 interviews in 61 companies, this study examines the arguments 
for and against reliance on consultants in such areas as organiza- 
tion, finance and accounting, production and manufacturing, mar- 
keting and sales, Covers such details as selection, fees, expenses, 
ethical tenets, methods of approach, staff relations, etc. Price $3.00. 
$1.50 to Controllers Institute members. 


Management Planning for Corporate Taxes . . . Drawn from 
over 400 actual cases, this volume weighs the tax effects of decision- 
making in such realms as sales and credits, wages and personnel, 
financing, fixed assets. etc. Not a substitute for commercial tax 
services, it tells how to build tax consciousness and explores ac- 
counting methods and decisions which minimize or postpone the 
tax burdens. Price $4.00. $3.00 to Controllers Institute members. 


The Impact of Budgets on People .. . Helps the controller's staff 
get better results through better human relations when presenting 
and administering factory budgets. Shows how differences between 
budget people and production personnel can be eliminated, and 
how to win supervisors’ acceptance via genuine participation in the 
budget process. Price $3.00. $1.50 to Controllers Institute members, 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
ONE EAST FORTY SECOND STREET, NEW YORK 17, N. Y. 




















EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each insertion. 50¢ each additional line. Payable 
in advance. Allow approximately 40 words to the 1 column-wide inch including 2 words for 
box number. Closing date 10th of preceding month. Address box number replies to THE Con- 
TROLLER One East Forty-Second Street New York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 


SITUATIONS WANTED (Continued) 





CONTROLLER - TREASURER-SECRETARY 


with proven ability to get the job done, wishes 


to relocate in the South, Midwest or West. Can | 
take complete responsibility for all phases of | 


finances and accounting. Experienced in regis 
tering with SEC, Thorough knowledge of ac- 
insur- 
etc. Twenty 


counting systems, budgets, taxes, costs, 


ance, punched card accounting 
years’ experience in very broad tines of whole- 
saling manufacturing (both 
hard and soft lines), petroleum refining, pro- 
duction, etc. Salary open. Box 2018. 


and retailing 


CONTROLLER—TREASURER- 
BUDGET DIRECTOR 


Skilled administrator, presently employed as 
controller—treasurer—budget officer of large 
utility. Keen analyst, gets things done at 
minimum cost. Thorough knowledge account 
costs, controls, budgets, systems. 

insurance, taxes, pen- 
contacts. Previous heavy 
University trained 

accounting, f- 
economics, law. Member 
Can relocate, U. S. or 


ing, finance, 


procedures, credits, 
sions, government 
manufacturing experience 


business administration, 
nance statisucs, 
Controllers Institute 


abroad; knowledge languages. Box 2025. 


COMPTROLLER-TREASURER 
C.P.A. (N. Y.), B.S., M.B.A. Twenty years 
public-industrial experience as senior account- 
ant and head internal auditor. Two years uni- 
versity teaching as assistant professor of Ac- 
counting, Cost and system installation, budg- 
renegotiation, terminations. 


ets procedures 


Two years USAF experience as branch man- 


CPFF, fixed-price and redetermination 
Married, 41 years old. Salary $12,- 


000 minimum. Box 202 


age 


contracts 


ACCOUNTING EXECUTIVE 


CPA (IIl.),43, heavy systems and manage 
ment controls experience including establish- 
ment and installation of accounting, cost and 
budget plans. Extensive experience in in- 


ternal auditing and successful record in cost 
reductions. Experienced in taxes, insurance and 
financial controls. Supervised staff of 400 ac 





C.P.A.—ACCOUNTING EXECUTIVE 
Age 35, controller internationally known me- 
dium-sized firm. Honor graduate, outstanding 
background, personable. Desires interesting, 
challenging situation. Location open. Box 
2030. 


CONTROLLER-TREASURER 
AVAILABLE 


Top-level executive with consistent record of 
accomplishment covering 22 years’ experience 
in all phases of controllership and manage- 
ment in manufacturing. Includes accounting, 
finances, taxes, cost analysis, standard costs, 
IBM punched card accounting, production 
and inventory control, office management and 
systems, with emphasis on methods and pro- 
cedures and application of cost reduction 
techniques. Presently earning $10,000. 
2031. 





USED EQUIPMENT—FOR SALE 





N. C. R. BOOKKEEPING MACHINE—Ideal 
for Accounts Receivable + 8-column capacity 
with dates on keyboard « 4 register totals + 12” 
Front Feed Carriage + Purchased 1942. Bar- 
gain Price: $195.00. 


N. C. R. BOOKKEEPING MACHINE—Same 
as above except with 15” Front Feed Car- 
riage. Purchased 1949. Bargain Price: $695.00. 
CENTRAL RUBBER AND 
SUPPLY COMPANY 
30 East Georgia Street 
Indianapolis 9, Indiana 





MISCELLANEOUS 





WANTED! 


CONTROLLER MAGAZINES 
JANUARY through JUNE 
1952 


We're sold out again—on these is 
sues! If you have an extra copy that 
you would part with after you read 
it, we'd welcome receiving it to en- 





cording to modern management principles able us to provide a complete year 

Proven ability to carry heavy administrative for those who may want a “bac 

and control responsibilities. University gradu copy subscription ie to fill “single 
one . : } copy” orders. Thanks! Send to the 

ate, married, three children. Presently located 

in Midwest, but will relocate. Box 2028 CIRCULATION MANAGER 

NOTE: THE CONTROLLER reserves the right to accept, reject or censor classified copy and takes no responsibilit 


for the people contacted through this column nor does it guarantee any item bought or sold 





Box | 











Federal Fiscal Issues 
Discussed by E. B. Nutt 


Addressing a recent meeting of the 
Easton (Md.) Rotary Club, E. B. Nutt, a 
retired member of Controllers Institute, 
and formerly of Standard Oil Company 
(N.J.), presented his conclusions for a 
constructive program on federal fiscal is- 
sues. It included the following points: 


"We need big government today, just 
as we need big business. We need to re- 
tain and improve many of the new public 
services which Uncle Sam has set up in 
recent years for the benefit of all the peo- 
ple. But just as we depend on small busi- 
ness to be the backbone of our economy, 
so must we depend on a strong system of 
local self-government to preserve our po- 
litical freedom. 


“And so we want our Federal Govern- 
ment to do a better job of managing its 
essential services, while eliminating serv- 
ices of doubtful necessity. 


“Services which can be performed bet- 
ter and at less cost by our state and local 
governments and by private enterprise 
should be left with them or returned to 
them. 


“We need a Congress that is strong, 
I i : 
with modern machinery that will enable it 
to handle its vast work load without dele- 
gating its constitutional powers to the 
Executive Branch. 


“We want our Federal Government to 
be soundly financed by a taxing system 
which provides the needed revenue year 
after year without destroying the incen- 
tives of our people to earn and invest and 
our industries to produce and expand. 


“The Federal Government should stop 
pre-empting tax sources which properly 
belong to the states, and it should begin 
cutting down on its grant-in-aid programs, 
as the governors of most of our States 
have urged, and let the states and their 
communities take the responsibility for 
financing and performing the services they 
can do as well as, or better than, the Fed- 
eral Government. 


“And finally we must be ready to help 
yur state and local governments meet then 
responsibilities fully, and finance their 
services adequately, so that the Federal 
Bureaucracy will no longer have excuses 
1o invade and take over functions which 
should remain at home where we can 
ke ep close watch over them.” 





INSURANCE 
Quotations with Expert Fire Engineer- 
ing and Accident Prevention Surveys. 
J. S. Frelinghuysen Corporation 
20 Vesey St. New York 7, N. Y. 
Digby 9-2112 
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Operators delight ! 
Easy toucl simpler form 
handling with constant visi 
bility automatic opening 


and closing of the carriage 













All-accounting versatility ! 
Sensimatics have a “mechanical brain 
a sensing panel that controls every 
accounting operation, is ready for a 
different job at the turn of a knob 


Cetting new standards for 


Ow-COst 
igh-speed 
ce) Office managers darling 
° [ Sensimatics cost hundreds of 
production sonag hemp pins 
overstathng reduce errors 


Speed to speed production ! 
Sensimatic refiex-action speed Starts 
the entire accounting cycle faster, 
ind completes it aatomatically. The 
speed’s built into the machine. Pro- 
luction stays high 


There’s a world of difference in a Burroughs 
Sensimatic! You'll see it the second you add up 
the savings in time, money and manpower 
that Sensimatics provide! Here’s a brand new 
idea in accounting machines —an ultra-modern, 
high-speed design that every day increases 
accounting efficiency in thousands of offices, 
large and small, from coast to coast. Why not call 
your Burroughs man for a demonstration today? 
You'll be surprised to learn the low cost of this 
machine that can do so much! Burroughs Adding 
Machine Company, Detroit 32, Michigan. 


Three basic styles ! 
Sensimatic 300 with 11 totals 
Sensimatic 200 with 5 totals 


Sensimatic 100 with 2 totals 

















SECURITY plus 
INCENTIVE 





Like many employers, you might like to liberalize your pension plan to 
provide larger retirement incomes for your employees. But you hesitate to 
increase the fixed pension obligation you have already assumed. 

A sound alternative may be for you to create a profit-sharing plan, or a 
thrift and savings plan, in addition to your pension plan. 

We have helped many companies work out such combination plans 
plans that combine security and incentive. Let us help you explore the pos- 
sibilities of an effective retirement program for your company, including a 


it cost estimate. Write or call our PENSION TRUST DIVISION. 


CITY BANK FARMERS TRUST COMPANY 


HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


iffiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 





